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Cuba  fibre 

Havana  dashes  with  US 
over  the  rum  trade 
Page  4 


Science  under  scrutiny 
Drag  regulators  under 
pressure  to  ‘fast  track’ 
inside  Track,  Page  8 


Asian  companies 
Maximising 
shareholder  value 
Page  17 


WORLD  NEWS 


Police  move  bodies 
after  Colorado 
high  school  killings 

Police  began  moving  bodies  from 
Columbine  High  School  In  the  US 
city  of  Denver  yesterday  after  a 
massacre  which  left  IS  people 
dead,  including  two  suspects 
who  are  believed  to  have  killed 
ftiomselves.  Attorney  general  ■ 
Janet  Reno  said  stricter  gun  laws 
were  only  part  of  the  solution  to 
recent  school  violence.  US, 

Pag®  3;  Editorial  Comment, 
Page  11 

Parliament  snubs  Yeltsin . 

Russia's  upper  house  snubbed 
President  Boris  Yeltsin  by  again 
refusing  to  accept  the  resignation 
of  the  law  officer  investigating 
alleged  Kremlin  corruption, 
Europe,  Page  3 

Japanese  racketeer  fined, 
Japanese  racketeer  RyuicM 
Koike  was  fined  Y690m  ($5.8m) 
and  jailed  for  extortion.  He  had 
admitted  taking  pay-offs. 

Asia- Pacific,  Page  6 

Court  reviews  disabffity  act 
The  US  Supreme  Court  began 
reviewing  the  Americans  wtth 
Disabilities  Act,  a law  still  in- 
defined  10  years  after  its  pas- 
sage. US  and  Canada,  Pinje  3 

East  Timor  ceasefeu  breached 
Five  youths  were  reported  kffled 
by  pro-Indonesia  militia  in  East 
Timor  only  hours  after  the  signing 
of  a truce  aimed  at  halting  vio- 
lence. Earlier  report,  Asia- 
Pacific,  Page  6;  Editorial 
Comment,  Page  11 

Iranian  deputies  target  liberal 
Conservative  Iranian  deputies ' - 
called  for  the  Impeachment  of 
moderate  culture  minister  Ataol- 
lah  Mohajerant,  whom  they 
accuse  of  Ming  to  uphold 
Islamic  and  revolutionary  values. 
International,  Page  4 

Earnings  rise  hi  Britain 
UK  earnings  have  grown  and 
employment  has  risen,  according 
to  zua*  .figures.  UK,  Page  7 . 

Ukraine’s  president  crffidsns  left 
Leonid  Kuchma.Ukraine’s  reform- 
ist president,  accused  parliament 
of  blocking  reforms  and  turning 
into  a leftwing  platform. 

Jamaica  flight  cancelled  after  riots 
British  Airways  cancelled  a flight 
to  Jamaica  because  of  riots  on 
the  Caribbean  island,  whereat 
least  five  have  died  in  protests 
against  fuel  price  rises. 
Background,  Page.3 

Korean  strikes  spread 
South  Korean  labour  unrest 
worsened  as  shipyard  workers 
and  academics  joined  protest  . 
strikes  against  mass  lay-offs. 

Hong  Kong  bans  dissidents 

Hong  Kong  refused  entry  to 
11  prominent  Chinese  dissidents, 
including  Wang  Dan  and  Wei 
Jingsheng,  who  wanted  to  attend 
a May  pro-democracy  seminar. 

S Korea  chiefs  may  face  charges 

South  Korea's  financial  watchdog 
recommended  charging  the 
heads  of  two  Hyundai  subsid- 
iaries with  insider  dealing. 
Asia-Pacific,  Page  6 

US  mow  angers  defame  groups 

Canada's  defence  Industry  is  up 
in  arms  over  US  export  control 
changes  that  end  Canada's  long- 
standing exemption  from  certain 
export  licensing  requiremarts. 
International,  Page-4  - 


BUSINESS  NEWS 

Telecom  Italia  set 
to  back  deal  with 
Deutsche  Telekom 

Telecom  (tafia  board  members 
were  last  night  poised  to  seal 
final  approval  of  the  terms  of  the 
company's  proposed  merger  wtth 
Deutsche  Telekom  but  were 
struggling  to  iron  out  last-minute 
difficulties.  Companies  and 
Markets,  Page  13;  Lax,  Page 
12:  Keeping  above  the  fray, 
Page  11 

British  Tafaco— wlcatiw  and 
AT&T  of  the  US  are  expected  to 
speculation  by  announcing  they 
are  to  take  a 30  per  cant  stake  in 
Japan  Telecom,  the  country's 
second  largest  fixed  network 
operator.  Companies  and  Mar- 
kets, Page  13 

Coca-Cola,  soft  drinks  giant,  saw 
Its  shares  Inch  up  in  early  Wall 
Street  trading  after  fast  quarter 
sales  provedJees  bleak  than  pre- 
dicted. Companies  and  Mat^- 
fcets.  Page  13 

Merrill  Lynch,  US  Investment 
bank,  revealed  fls  Japanese  retail 
brokerage  - set  up  last  year  - 
posted  a loss  of  Y25bn  ($2 12m) 

In  Its  first  nine  months.  Compa- 
nies and  Markets,  Page  13 

New  York  Mercantile  Exchange, 
largest  energy  futures  market  In 
the  world,  and  Germany’s  Deut- ' 
sche  Bdrse,  are  to  launch  Ger- 
many’s fast  energy  exchange. 
Companies  and  Markets, 

Page  13 

toon,  us  energy  giant;  was 
hopefuf  the  recent  rebound  in  oil 
prices  from  last  year’s  slide 
would  signal  a turnaround  after  . 
suffering  a 44  per  cent  decline  in 
first  quarteruet  income. 
Aroerfcarv  Companies,  Page  14 

McDonalds,  Pizza  Hut  and  Burger 
King  fast  food  chains  have  all 
adjusted  their  wage  rates  sub- 
stantially in  fate  with  the  Introduc- 
tion of  the  UK's  national  mini- 
mum -wa^it  UK  nsws;  Page  J.  • 

SwtaafriSgned a ''contract  With  — 
Gamete  Indonesia  that  w®  help 
save  the  Far  East  carrier  * • 
$11.55m  In  maintenance  costs 
and  investment  Asia-Pacific 
Companies,  Page  17  ’ 

Central  European  Media 
Enterprises.  Nasdaq-quoted 
tetevlston  group,  and  Vlacfanir 
Zelezny,  licence  holder  of  its 
Czech  Nova  TV,  appeared  to  be 
backing  down  over  a row  that 
threatened  to  atop  CME  broad- 
casting In  its  most  profitable 
market  Europe  Companies, 

Pags  ie  ; 

Goodyear  Tyre  & Rubbarbtamed . 
heavy  restructuring  charges  for  a 
sharp  fall  In  first-quarter  profits  to 
$25.5m  after  tax,  compared  with 
$1 76.8m  a year  eerfier., 

American  Companies, 

Page  14 

Cabkt  and  Wtefass;  UK  telecoms 
group,  raised  fa*  offer  for  1DC, 
the  Japanese  international  tele- 
coms carrier  ,i  In.  a bid  to  woo 
leading  shareholders  away  from 
a rival  offer  by  NTT.  Asia  Pacific 
Companies,  gay  17 
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New  trade  row  looms  as  EU 
threatens  to  ban  all  US  beef 


By  Michael  Smith  tn  Bnsssis 
•rid  Naocy  Dunne  la  Washington 


The  European  Union  yesterday 
laid  plans  to  ban  all  beef 
Imported  from  the  US  from  mid- 
June,  raising  the  temperature  in 
the  latest  transatlantic  trade 
dispute. 

The  EU  wwnonTWpri  f fop  threat- 
ened ban  after  its  veterinary 
experts  found  hormone  residues 
in  meat  certified  as  hormone-tree. 

The  EU  and  US  are  already  at 
loggerheads  over  the  ElTs  exist- 
ing 10-year  ban  on  hormone- 
treated  beef.  The  World  Trade 
Organisation  says  that  ban  vio- 
lates world  trade  rules  because  it 
Is  not  supported  by  scientific  evi- 
dence that  the  beef  could  damage 
health. 

If  unresolved,  the  stand-off 
could  dwarf  the  dispute  between 


the  two  trade  partners  over 
bananas. 

Dan  Glichman,  US  agriculture 
secretary,  yesterday  called  for 
the  EU  to  lift  the  ban  on  hor- 
mone-treated beef  in  the  tight  of 
the  findings  of  the  veterinary 
experts. 

Mr  Glickman  said  decades  of 
scientific  tests  had  found  no 
health  risk  from  consuming  meat 
from  cattle  with  hormones  at  the 
levels  detected  by  the  EU  sam- 
ples. 

"Europe  seems  to  be  moving  in 
a decidedly  wrong  direction  with 
respect  to  US  beef  imports  of  any 
type."  said  Charlene  Barshefcky. 
US  trade  representative. 

“The  timing  of  this  announce- 
ment is  obviously  suspect." 

The  EU  has  until  May  13  to 
comply  wfth  the  WTO  ruling  and 
has  ordered  17  studies  to  try  to 


strengthen  its  argument  that  a 
ban  on  hormone-treated  beef  is 
needed  because  the  hormones 
pose  a risk  to  human  health. 

Veterinary  experts  conducting 
a study  found  that  12  per  cent  of 
"hormone-free"  US  beef  exam- 
ined had  hormone  residues. 

The  EU  imports  about  7,000 
tonnes  of  hormone-free  US  beef  a 
year  - worth  S20m.  Last  year  the 
vets  took  200  samples  from  a 
selection  of  the  10  US  abattoirs 
from  which  beef  is  exported. 

A total  ban  was  endorsed  yes- 
terday by  the  20-member  Euro- 
pean Commission,  the  ElTs  exec- 
utive. Fbrmal  approval  is  needed 
from  the  EU  standing  veterinary 
committee. 

The  Commission  said  it  had 
delayed  implementation  of  the 
ban  until  June  IS  to  give  the  EU 
and  US  a chance  to  find  a solu- 


tion. With  the  belp  of  an  EU 
inspection  team  already  in  the 
US,  the  Commission  said  it  would 
try  to  establish  how  hormones 
ended  up  in  the  beef. 

Meanwhile,  the  Commission 
said  it  would  ask  member  states 
to  tighten  checks. 

Ann  Soli,  of  the  National  Cat- 
tlemen's Beef  Association  in  the 
US,  said  that  producers  submit- 
ted applications  to  the  EU  for  the 
hormone-tree  cattle  programme. 
"If  they  find  problems,  the  EU 
must  examine  their  own  controls 
and  deal  with  the  suppliers  them- 
selves.” 

Separately  the  commission 
decided  not  to  appeal  against  a 
recent  WTO  ruling  that  its 
banana  import  regime  favouring 
former  British  and  French  colo- 
nies was  incompatible  with  world 
trade  rules. 


Moscow  in  move  to 
end  crisis  in  Kosovo 


By  0w  International  Staff 


A pcU  of  smoke  rises  from  the  headquarters  of  President  Slobodan 
JUBoasvic’s  SoctaBst  party  offices  in  Belgrade  yesterday  after  Nato  mbsBaa 
struck  tha  bufltflng  during  tha  night  The  statue  In  tha  forepound  Is  known  at 
Tha  Victor*,  marking  vtctary  hi  Ihs  sseond  worid  war  PfctLT&AP 


Russia  is  launching  a new 
diplomatic  Initiative  to  solve  the 
crisis  over  Kosovo  as  the  US  and 
Britain  discuss  the  use  of  ground 
troops  after  the  present  campaign 
of  air  strikes  on  Yugoslavia. 

Viktor  Chernomyrdin,  the  for- 
mer prime  TnftiiKtpr  appointed  as 
Moscow's  special  envoy  to  Yugo- 
slavia, is  likely  to  fly  to  Belgrade 
today  to  put  forward  fresh  pro- 
posals to  end  the  conflict  and 
introduce  multinational  peace- 
keeping forces. 

US  president  Bill  Clinton  and 
Tony  Blair,  the  British  prime 
minister,  were  due  last  night  to 
seek  a common  position  on  the 
use  of  land  forces  in  . Kosovo  dim 
ing  a White  House  meeting 
before  this  week’s  Nato  summit. 

Mr  Blair  stepped  up  efforts  to 
involve  Russia,  which  opposes 
Nato’s  air  strikes,  in  solving  the 
Kosovo  crisis  by  telling  Russian 
NTV  television  he  hoped  soon  to 
meet  Mr  Chernomyrdin.  Mr  Blair 
said:  “The  appointment  of  Mr 
Chernomyrdin  is  a sign  that  Rus- 
sia wants  to  and  can  play  a part 
in  resolving  this  issue  and  I very 
much  hope  he  is  able  to  play  a 
part  in  this.” 

The  possible  introduction  of 
ground  forces  into  Kosovo  looked 
certain  to  dominate  the  Nato 
summit  A US  official  said  Gen- 


eral Wesley  Clark.  Nato’s 
supreme  commander,  may  seek 
authorisation  to  update  a study 
carried'  out  last  autumn  on 
deployment  of  ground  troops. 

Mr  Blair's  office  said  it 
remained  confident  the  air  cam- 
paign would  be  successful  but 
Nato  leaders  Deeded  to  discuss 
what  happened  in  the  longer 
term.  “Once  the  objectives  are 
met,  we  have  got  to  be  in  a posi- 
tion to  pick  up  the  pieces."  Mr 
Blair’s  spokesman  said. 

In  spite  of  a growing  feeling 
among  military  analysts  that  a 
ground  offensive  will  be  needed 
to  end  the  resistance  of  Serb 
forces  in  Kosovo.  Spain  and  Italy 
yesterday  expressed  reservations. 

Spain  said- the  United  Nations 
Security  Council  should  deter- 
mine what  kind  of  international 
presence  there  should  be. 
Eduardo  Serra.  defence  minister, 
said  Spain  would  support  a 
ground  operation  if  that  was 
what  Nato  decided,  but  preferred 
to  wait  to  see  If  air  strikes 
achieved  their  objectives. 

Massimo  D’Alema,  Italy's 
prime  minister.  &aid  he  hoped 
Nato  would  not  send  ground 
troops.  He  told  a newspaper  in 
Milan:  “A  ground  war  would  be  a 
dramatic  move  unless  there  was 
a UN  mandate.” 

Nato  warns  Serbia,  Page  2 


Japan  banks 
discreetly 
selling  art 
collections 

By  Gilfian  Tett  in  Tokyo 


Lossmaking  Japanese  banks  are 
tapping  their  vast  art  collections 
in  an  attempt  to  boost  their 
financial  strength. 

Several  have  quietly  started  to 
sell  some  of  the  works  collected 
in  the  1980s  boom,  in  response  to 
the  government's  efforts  to  clean 
up  the  sector. 

Fukuoka  City  Bank,  a regional 
group,  confirmed  that  It  was  sell- 
ing part  of  its  collection  to  the 
San  Francisco  Museum  of  Mod- 
em Art.  Dealers  believe  the  sale 
will  raise  about  $60m  - one  of  the 
largest  disposals  of  artworks  by  a 
single  Jap- 

anese bank  in  recent  years. 

Lake,  the  failed  consumer 
finance  group,  is  selling  a collec- 
tion worth  more  than  S3Q0m.  and 
dealers  say  more  deals  are  being 
discussed  as  the  shakeout  of  the 
financial  sector  gathers  pace. 

Tristram  Norris,  a Tokyo-based 
Investment  adviser  at  Pilkington 
Investments,  an  art  investment 
group,  said:  “I  think  this  is  the 
start  of  the  trend.  I know  of 
around  another  eight  deals  in  the 
pipeline.” 

The  sales  are  a humiliating 
blow  for  corporate  Japan,  which 
paid  record  sums  to  collect  the 
artworks  during  the  1980s  when 
the  economy  was  booming  and 
Japan  wanted  to  demonstrate  its 
global  strength. 

Most  banks  have  been  deter- 
mined to  keep  the  art  collections 
secret  in  recent  years,  particu- 
larly since  the  value  of  the  paint- 
ings has  dropped  sharply.  How- 
ever. dealers  such  as  Pilkington 
believe  Japanese  companies  and 
Individuals  hold  around  S30bn 
worth  of  art,  with  a significant 
part  held  by  the  banks  in  their 
own  collections  or  as  collateral 
from  failed  borrowers. 

Unloading  this  treasure  will 
take  years,  dealers  say,  because 
banks  will  be  reluctant  to  record 
large  public  losses  on  their  pur- 
chases - although  the  govern- 
ment has  changed  accounting 
laws  to  make  it  easier  for  banks 
to  sell  art  held  as  collate raL 

Prices  paid  for  modern  and 
impressionist  paintings  have 
unproved  in  the  last  two  to  three 
years  and  art  experts  are  hoping 
that  this  should  bring  Japan’s 
hidden  art  collections  back  into 
the  public  view,  as  well  as  creat- 
ing new  business  for  dealers.  “1 
think  there  Is  a great  opportunity 
here."  said  Mr  Norris. 


Italy  plans  to  securitise 
social  security  arrears 


By  Edward  Luca  In  London  • . . 
and  Janes  BHb  ta  Rome 

The  Italian  government,  has 
devised  a new  way  to  plug  its 
budget  deficit  with  plans  to  Issue 
L8,000bn  <€15.5bn)  ($4.4bn)  of 
bands  lacked  by  unpaid  social 
security  contributions. 

The  move  would  reduce  Italy's 
fiscal  deficit  by  0.3  per  cent  of 
gross  domestic  product  - a vital 
step  if  the  government  is  to  keep 
within  the  Maastricht  criteria,  for 
the  single  currency.  , . 

It  would  also  mark  the  first 
occasion  a European  government 
has  securitised  so-called  “delin- 
quent” payments  to  boost  current 
revenues,  and  is  likely  to  have  a 
strong  Impact  on  Europe's  rap- 
idly growing  bond  markets. 

Under  the  plan.  Italy’s  social, 
security  body,  the  1NPS,  would' 
offload  the  risk  of  full  repayment 
of  the  arrears.  The  repaid  debt 
would  service  the  interest  pay- 
ments on  the  bond. 

Under  a standard,  transaction 
Of  this  type,  the  assets  would  be 
sold  at  a discount  , to  persuade 
investors  to-  take  an  the  risk. 

; Each  year,  INPS  receives  social 
security  contributions  from  Ital- 
ian employers  and  employees  and 
pays  benefits  to  retired  people 
and  the  unemployed. 

However,  INPS  has  consis- 
tently incurred  a large  deficit 


during  this  process,  partly 
because  some  workers  and  com- 
panies have  evaded  contribution 
payments  and  partly  because  Ital- 
ian pensions  are  generous  by 
European  standards. 

To  make  up  the  deficit,  the 
Treasury  annually  transfers 
sums  to  INPS.  This  new  measure, 
which  is  already  accounted  for  in 
the  government’s  budget  fore- 
casts, means  that  the  treasury 
can  reduce  transfers  to  INPS. 

Although  European  govern- 
ments have  securitised  future 
income  streams  In  the  past,  these 
have  been  small  and  have  not 
involved  tax  or  social  security 
arrears. 

However,  others  are  thought  to 
be  planning  to  follow  Italy’s  lead. 
Spain  is  hoping  to  securitise 
future  electricity  surcharge  pay- 
ments that  were  imposed  to  pay 
for  the  decommissioning  of  its 
nuclear  industry. 

“This  is  a very  good  off-balance 
sheet  way  of  boosting  current 
revenues  or  paying  down  current 
debt,”  said  a senior  official  at  an 
international  credit  rating 
agency. 

“But  you  still  have  to  pay  the 
bills  in  the  aid.  It  only  postpones 
those  payments.” 

Warburg  Dillon  Read,  Morgan 
Stanley  and  M San  Paolo  have 
been  appointed  as  advisers  on  the 

deal. 
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KOSOVO  CRISIS 


WAR  IN  EUROPE  FEARS  GROW  OF  WIDER  BALKANS  WAR  ■ NATO  URGED  TO  CHANGE  TACTICS  ■ 

Nato  warns  Serbia  might  provoke  wider 


BELGRADE*  ECONOMIC  DAMAGE  ASSESS® 


By  Our  EntemaQanal  staff 

Nato  yesterday  warned  that 
Slobodan  Milosevic,  the  Serb 
leader,  might  try  to  disrupt 
the  alliance's  50th  anniver- 
sary celebrations  by  attempt- 
ing* to  turn  the  Kosovo  con- 
flict into  a wider  Balkan 
war. 

The  warning  came  follow- 
ing reports  of  incidents 
involving  Serb  forces  on  the 
borders  of  Montenegro, 
Albania  and  Croatia  and  a 
request  for  Nato  security 
guarantees  from  Bulgaria. 
Bulgaria  yesterday  indicated 


it  might  join  Romania  in 
accepting  a Nato  request  for 
use  of  its  airspace  for 
attacks  against  Yugoslavia. 

Meanwhile.  Slovakia, 
which  opened  its  airspace  to 
Nato  two  weeks  ago.  agreed 
to  open  road  and  rail  links  to 
the  alliance. 

As  well  as  the  danger  to 
neighbouring  countries, 
Nato  is  concerned  Serbia 
might  use  the  alliance's  50th 
anniversary  as  an  occasion 
to  increase  assaults  within 
Kosovo  and  to  stage  anti- 
Nato  demonstrations  around 
the  world. 


“We  have  to  be  on  our 
guard."  said  Jamie  Shea. 
Nato  spokesman.  “We  will 
be  vigilant  towards  any 
attempt  to  try  to  create  out 
of  a domestic  crisis  an  Inter- 
national crisis.  We  have 
stopped  that  thus  far  and 
will  continue  to  stop  it." 

Nato  said  a series  of  recent 
incidents  had  provoked 
alarm.  One  was  the  Yugo- 
slav army's  attempt  to  bring 
under  Its  control  the  police 
in  Montenegro,  Serbia's  part- 
ner in  the  Yugoslav  federa- 
tion. This  was  seen  as  a pos- 
sible step  by  Mr  Milosevic 


towards  taking  control  of 
Montenegro,  which  has 
refused  to  join  Serbia’s  war 
against  Nato. 

However.  It  was  not  clear 
how  far  Yugoslav  array  com- 
manders, whose  troops 
include  Montenegrins,  would 
pursue  a strategy  which 
might  risk  civil  war  in  Mon- 
tenegro- 

The  United  Nations  was 
also  yesterday  investigating 
complaints  from  Croatia 
about  an  incursion  by  up  to 
300  Serbian  troops  into  a UN- 
monitored  demilitarised  zone 
in  the  disputed  Prevlaka 


peninsula,  between  Croatia 
and  Montenegro. 

Nato  reiterated  concern 
about  Serb  forces  spreading 
ethnic  cleansing  against 
Albanians  into  Montenegro 
and  about  fighting  on  the 
Kosovo- Albanian  border.  On 
Tuesday  Serb  forces  shelled 
Albanian  territory  and  some 
200  Serb  troops  briefly 
crossed  the  frontier,  accord- 
ing to  Nato. 

These  incidents  occurred 
as  neighbouring  countries 
agreed  to  help  the  alliance. 
Romania  agreed  on  Tuesday 
to  a Nato  request  to  open  an 


air  corridor  for  bombers, 
subject  to  parliamentary 
approval.  Belgrade  warned 
parliament  that  this  would 
breach  a bilateral  treaty. 

Meanwhile.  Ivan  Rostov, 
Bulgarian  prime  minister, 
met  Javier  Solana,  Nato  sec- 
retary-general, in  Brussels 
yesterday  to  discuss  a simi- 
lar request  to  Bulgaria. 

Mr  Rostov  suggested  Bul- 
garia would  open  its  air- 
space if  it  received  the  same 
Nato  security  guarantees 
given  to  other  neighbouring 
countries  such  as  Albania. 

Meanwhile,  further  evi- 


dence emerged  in  Macedonia 
of  crisis-induced  instability. 
Kiro  ^Gligorov,  president, 
called' for  a state  ofemay 
gency  to  help  deal  with  rfs-  ■ 
lng  tensions  between  the 
connfty’s  Albanian  commu- 
nity. swelled  by  130.000  refli-  - 
gees,  and  the  majority  Slavs: 
Two  French  Nato  soldiers  - 
were  injured  yesterday  and 
their  vehicle  set  on  fire  in  an 
anti-Nato  protest  - 
In  Belgrade,  there  was  no 

indication  Mr  Milosevic  was 

preparing  to  give  way - to 
Nato.  - 

Sources  dose  to  the  gov- 


ernment. sakthe-  was^rarai- 
bjg  Ms  long-established- 
strategy  of  eris» 

to  reinforce  his  'authority. 
Some  hardliners  within  ■ the 
regime-  e ven,  want  - Ifeto  vto_ 
launch  a ground. war-,  ia  fee 
belief  that  this  will 
strengthen  old-guard  Com- 
-winning in  Russia. 'who have 
long  backed  -Mr  Milosevic^ 
“This  is  Jfte  the  final  battle 

of  the  Cold  War,”  said  one 
Belgrade  analyst  ■ 

By  Neil  Buckley  in  Brussels, 
Guy  Dilution  in  .Belgrade, 
Mdtej  'Vipotnik  in  Skopje  find. 
Stefan  Wagstyt  in,  London 


Needed:  freedom  in 
air,  men  on  ground 

Military  experts  say  Nato  will  achieve  rts  objectives  only  if  the 
political  constraints  that  have  allowed  just  limited  and  mixed 
successes  so  far  are  eased,  writes  Alexander  Nicoll 


Nato  will  need  to 
begin  preparations 
for  a ground  offen- 
sive and  order  pilots  to  fly  at 
lower  levels  if  It  is  to  achieve 
its  objectives  in  Kosovo, 
many  military  experts 
believe. 

The  alliance  has  had  only 
mixed  success  in  four  weeks 
of  efforts  to  eliminate  air 
defences,  attack  military 
infrastructure  throughout 
Yugoslavia  and  target  Ser- 
bian forces  in  Kosovo. 

Nato  commanders  and  offi- 
cials said  from  the  start  the 
air  campaign  would  take  a 
long  time  and  warned 
against  expecting  quick 
results. 

But  experts  believe  Gen- 
eral Wesley  Clark,  Nato’s 
supreme  commander,  has 
been  hamstrung  by  a num- 
ber of  political  constraints: 

• Because  Nato’s  political 
leaders  hoped  a quick  show 
of  force  would  be  enough  to 
persuade  Mr  Milosevic  to  sue 
for  peace  - and  because  they 


were  unsure  of  domestic  sup- 
port - the  alliance  did  not 
assemble  nearly  enough  air- 
craft and  was  unprepared  for 
a long  campaign. 

In  four  weeks,  there  have 
been  about  8.000  (aircraft; 
sorties,  compared  with 

108.000  in  six  weeks  during 
the  Gulf  war,'’  says  Andrew 
Brookes,  air  analyst  at  the 
London-based  International 
Institute  for  Strategic 
Studies. 

• For  political  reasons  - 
fear  of  fracturing  the  alli- 
ance and  of  not  carrying 
public  opinion,  especially  in 
the  US  - Nato  ruled  out  a 
ground  offensive,  preparing 
only  for  eventual  insertion 
of  a peacekeeping  force.  This 
removed  a vital  element  of 
threat  and  surprise.  “It  was 
a disaster  to  say  you  would 
never  Introduce  ground 
troops,"  says  one  former 
senior  officer. 

• At  least  initially,  political 
leaders  micro-managed  the 
pgmpaigr>  by  vetting  lists  of 


targets  to  be  hit 
• Nato  commanders  have 
been  given  exceptionally 
strict  rules  on  not  risking 
casualties  among  their  own 
pilots  - again  partly  for 
political  reasons  - and  civil- 
ians in  Yugoslavia,  so  that 
they  have  avoided  low-level 
flying  and  have  often  either 
diverted  bombs  in  Bight  or 
decided  not  to  drop  them. 

As  a result  of  these  con- 
straints and  poor  weather. 
Nato  has  not  yet  succeeded 
in  its  first  objective  of  elimi- 
nating air  defences.  Partly 
because  Slobodan  Milosevic, 
Yugoslav  president,  con- 
served his  arsenal  of 
surface-to-air  missiles,  there 
are  thought  to  be  many  left, 
especially  man-portable 
systems.  “There  is  a com- 
plete air  defence  system  out 
there  built  on  the  mobile 
phone,"  says  Mr  Brookes. 

Caution  about  air  defences 
has  contributed  to  a low-risk 
strategy  in  targetting  Serb 
forces  In  Kosovo,  with  pilots 


Chronology  of  Nato's  air  campaign  in  Kosovo 


Mar  24:  Nato  ontefs  air  strikes 
against  Yugoslavia, 
liar  26:  Seta  forces  stefl  and 
bun  ethnic  Maniai  villages  In 
Kosovo. 

liar  27:  Amertcoi  F-1 17A 
Stoattfi  fighter  crashes  near 
Belgrade. 

Mlar  28:  Thousands  of  static 
Albanians  flee  Kosovo.  Mato 
Wenstoes  bombing  campaign, 
ta^tittog  Serb  forces  fn 
■ and  around  Kosovo. 


Mar  30:  Nolo  rejects  peace  deal 
brokered  by  Yevgeny  Frimatow, 
Russian  prime  minster,  witft 
Slobodan  Milosevic.  Yugoslav 
president 

Apr  1:  Three  captwed  US 
servicemen  are  shown  on 
Sertnan  letevis»n. 

Apr  3:  Nato  cruise  mssites  Nt 
centre  oi  Belgrade. 

Apr  & Mato  hits  Yugoslav  air 
defence  headquarters  in 
Belgrade. 


Apr  a Nato  tftsrmssss  uraJateraJ 
ceasefire  decoration  by 

Yugoslavs. 

Apr  7:  Mato  speQs  out  5-pobrt 
co  nd  tons  for  ending  air  antes 
•verifiable  cessation  at  ad 
combat  actMdes  and  Mings. 

• Withdrawal  of  mtoay.  pofce 
and  parai&ary  forces  ftura 
Kosovo 

• Acceptance  of  International 
security  force. 

■ UncorxSttonaJ  return  of  aB 
refugees  and 
unimpeded  access  tar 
numandartan  tod. 


• A political  framework  tor  Apr2J:Hr3tbatohof 

Kosovo  based  on  toe  24USApKte' 

Rambodet  accords.  heScopters  trim  In 

Ajr  7:  Ttasands  of  refugees  Afeaofa.  ' : 
faced  to  leave  a butte  tamp 
by  the  Macedonian  gownanat 
Apr®  Mato  bombs  Zastencar 
plant  to  Serbia. 

Apr  1®  Nato  admits  ft  t*i 
passenger  nato  to  Serbia. 

Apr  14:  Nato  aircraft  h& 

verities  on  a mad  in  Koran 
Wfflng  refugees. 

Apr  16:  Refugee  tar 
resumes  to  nspooss  to 
renewed  ethnic  deansrng. 


operating  above  15.000  feet, 
at  which  level  they  can  see 
little  with  the  naked  eye. 

The  account  given  in  Brus- 
sels on  Monday  by  US  Briga- 
dier-General Dan  Leaf 
revealed  how  many  checks 
are  made  before  aircraft  are 
cleared  to  attack  - in  spite 
of  which  civilian  vehicles 
were  apparently  hit  with 
laser-guided  bombs  in  the 
April  14  incident  he  was 
describing. 

According  to  retired  senior 
officers,  pilots  will  need  to 
fly  at  lower  level  to  “get  in 
amongst"  Serb  forces,  knock- 
ing out  tanks  and  armoured 
vehicles  and  drastically 
restricting  their  movement. 

Riots  needed  to  operate  a 
“cab-rank”  system  of  attack- 


ing targets  when  they 
appear.  "I'm  not  sure  that 
the  campaign  has  really 
gathered  the  momentum 
needed  to  inflict  significant 
losses."  one  officer  says. 

i suspect  that  the  results 
on  the  ground  in  Kosovo  are 
probably  disappointing," 
says  Rear  Admiral  Richard 
Cobbold.  director  of  the 
Royal  United  Services  Insti- 
tute, a London-based  think- 
tank. 

Most  experts  believe  the 
air  campaign,  especially  if 
given  more  resources  and 
freedom,  would  eventually 
cause  considerable  damage 
to  Serb  forces  and  slowly 
strangle  lines  of  supply. 

It  could  dramatically 
reduce  the  Serbian  will  to 


resist  if  big  losses  were 
inflicted  on  the  army  and 
special  police  - Mr  Milos- 
evic’s power  base  - and  on 
the  country’s  general  infra- 
structure such  as  power  sta- 
tions and  television  net- 
works. "For  them  to  be  able 
to  have  rock  concerts  is  ludi- 
crous," says  Mr  Brookes. 

But  the  experts  believe  a 
ground  offensive  will  still  be 
necessary  to  secure  Kosovo, 
and  that  leaders  should 
sanction  preparations  if  only 
to  pose  new  potential  threats 
to  Mr  Milosevic. 

Nobody  with  military 
experience  underestimates 
the  challenges  of  mounting 
such  an  offensive,  given  the 
terrain  and  the  ease  with 
which  Serbian  defenders 


could  inflict  large  casualties 
in  mountain  passes. 

There  are  few  ports  and 
airports  in  the  region 
through  which  troops  and 
equipment  could  be  brought 
in.  and  they  are  already 
overcrowded.  Supplies  would 
be  a problem. 

However,  military  experts 
are  not  advocating  an  imme- 
diate invasion  - which  in 
any  case  would  be  impossi- 
ble as  it  would  take  at  least 
two  months  to  prepare.  The 
air  campaign  would  still 
have  some  way  to  go  in 
“softening  up”  Serbian 
forces  before  a ground  offen- 
sive. *■'  ' 

In  fact,  a creep  towards 
ground  fortes  may  have 
begun  with  the  introduction 


- albeit  surprisingly  slowly 

- of  24  US  Apache  tank-bust- 
ing helicopters,  accompanied 
to  Albania  by  3,000  US 
troops  including  some  from 
the  feared  82nd  Airborne. 
Nato  troops  In  Macedonia 
are  also  being  reinforced. 

But  the  political  process 
leading  to  a land  offensive 
could  be  tortuous  and  even 
impossible.  In  openly  reject- 
ing the  idea.  Washington 
and  London  have  contrib- 
uted - perhaps  consciously 

- to  building  a consensus 
that  it  was  essential.  This 
may  have  been  a useful 
political  tactic. 

But,  says  John  Chipman, 
nss  director  “It’s  a very 
confusing  way  to  go  about  a 

military  campaign.” 


FT  INTERVIEW  MILO  DJUKANOVIC 


Montenegro  to  defy 
Milosevic’s  challenge 


By  Kevin  Done,  East  Eropa 
Correspondent,  hi  Podgorica 

Milo  Djukanovic,  the 
37-year-old  president  of  Mon- 
tenegro, still  refuses  to  blink 
as  he  defiantly  stares  down 
the  challenge  of  Yugoslav 
President  Slobodan  Milos- 
evic, which  has  brought  his 
diminutive  land  to  the  brink 
of  civil  war. 

Mr  Milosevic  has  remorse- 
lessly tightened  the  screw  on 
Montenegro  this  week,  as  he 
seeks  to  bring  Serbia's  only 
remaining  partner  In  the 
Federal  Republic  of  Yugo- 
slavia to  heel 

On  Monday  night  the 
newly  appointed  hardline 
commander  of  the  Yugoslav 
Second  Army  in  Montene- 
gro. General  Milorad  Obra- 

dovic,  delivered  a letter  to 
the  Montenegrin  govern- 
ment demanding  that  the 
republic’s  10,000  strong 
police  force  be  placed  under 
direct  military  command. 

On  Tuesday  morning  the 
Montenegrin  Ministry  of  the 
Interior  delivered  its 
response.  “The  reply  was 
that  the  idea  was  unaccept- 
able,” said  Mr  Djukanovic  in 
an  interview  with  the  Finan- 
cial Times  in  his  presidential 
office.  “It  is  out  of  the  ques- 
tion that  the  Ministry  of  the 
Interior  can  be  subordinated 


to  the  Yugoslav  Army.” 

Within  hours  Gen  Obra- 
dovic  increased  the  tension 
by  bringing  army  units  to 
Montenegro’s  only  border 
crossing  with  Croatia  with 
the  demand  that  the  police 
forces  hand  over  control. 
The  police  stood  firm  await- 
ing further  Instructions  from 
the  Interior  Ministry  in 
nearby  Podgorica. 

“At  this  moment  the  police 
were  controlling  Debeh  Bri- 
jeg  (the  border  post).  Evi- 
dently the  Yugoslav  Army 
has  an  ambition  to  take  over 
this  role,  but  their  intention 
is  one  thing,  our  policy  is 
quite  another,"  said  Mr  Dju- 
kanovic. “Our  policy  is  that 
the  border  between  Montene- 
gro and  Croatia  should  be 
controlled  by  ourselves  and 
the  forces  of  the  Ministry  of 
the  Interior.  This  will 
remain  so." 

The  location  of  the  border 
crossing  could  hardly  be 
closer  to  the  town  of  Henceg 
Novi  and  the  Bay  of  Kotor, 
the  headquarters  of  the 
Yugoslav  fleet. 

Events  in  Montenegro  are 
unfolding  at  increasing 
speed  as  the  republic  seeks 
to  stay  out  of  the  war 
between  Belgrade  and  Nato, 
but  is  caught  between  spo- 
radic Nato  airstrikes,  “a 
creeping  coup  by  Serbia"  in 


the  words  of  one  senior  gov- 
ernment official,  and  now 
the  threat  of  a Nato  blockade 
to  stop  oil  coming  in 
through  the  port  of  Bar. 

Montenegro  considers  that 
the  federal  government  is 
illegal  because  of  its 
repeated  violations  of  the 
federal  constitution.  Of  his 
adversary  in  Belgrade  Mr 
Djukanovic  says:  “What  we 
have  here  is  a permanent 
attempt  by  Mr  Milosevic  to 
destabilise  Montenegro  and 
to  overthrow  the  govern- 
ment by  force. 

“He  is  using  the  situation 
of  war  that  came  about  from 
his  policies,  and  he  is  using 
the  pretext  of  the  defence  of 
the  country,  to  manipulate 
the  army  into  effectively  tak- 
ing over  government  from 
the  civil  authorities. 

“Like  any  other  dictator 
Mr  Milosevic  does  not  care  a 
bit  about  institutions.  He 
destroys  institutions  to 
ensure  that  in  the  constitu- 
tional and  legal  rubble  there 
should  be  nothing  left  but 
bis  uncontrolled  power." 

From  its  rugged  redoubt  in 
the  mountains  beside  the 
Adriatic  Montenegro  has  a 
long  history  of  fighting  for 
its  Independence.  Despite 
the  presence  of  thousands  of 
Yugoslav  army  and  navy 
forces  in  Montenegro.  Mr 


Qjukanovic:  ambition  b to  preserve  peaos  n Montenegro  Reuters 


Djukanovic  insists  that  “it  is 
not  realistic  to  expect  that 
Mr  Milosevic  can  succeed". 
And  he  warned  that  “at  this 
point  the  survival  of  the 
existence  of  Federal  Yugo- 
slavia is  very  much  being 
threatened". 

The  Montenegrin  presi- 
dent, who  became  prime 
minister  of  Montenegro  in 
1991  at  only  29,  was  formerly 
an  ally  of  Belgrade  during 
the  collapse  of  former  Yugo- 
slavia. But  in  recent  years 
he  has  taken  Montenegro 
along  a strongly  pro-west- 
ern, reformist  path,  challeng- 
ing Belgrade’s  hegemony, 
especially  since  taking  office 
as  president  in  January  1938. 

“My  ambition  is  to  pre- 
serve the  peace  and  build 
Montenegro  into  an  open 
democratic  society,  economi- 
cally prosperous  and  inte- 
grated in  Europe,  and  to  pre- 
serve its  multi-ethnic 


character."  If  that  could  be 
achieved  in  the  Federal 
Yugoslavia  be  would  fully 
support  the  federation,  be 
said.  If  Serbia  had  a different 
view  of  the  federation  "we 
shall  have  to  look  for 
another  path,  but  this  is  oot 
the  moment  for  such  crucial 
decisions". 

A large  minority  of  the 
Montenegrin  population  still 
identifies  closely  with  Bel- 
grade led  by  the  Socialist 
People’s  party  (SNP)  of 
Momir  Bulatovic,  Mr  Djuka- 
novic’s former  mentor,  who 
was  ousted  by  him  as  Monte- 
negrin president  barely  18 
months  ago. 

Pro- Bel  grade  demonstra- 
tions in  Podgorica  have  been 
growing  in  size  in  the  face  of 
intensified  Nato  bombing.  As 
the  brinkmanship  continues 
the  latest  protest  against 
Nato  is  planned  to  take  place 
in  Podgorica  today. 


France  caught  between 


two  conflicting 


By  Robert  Graham  n Paris 

France  is  an  uneasy  team 
player  at  the  best  times, 
always  convinced  of  the  rec- 
titude of  its  own  position. 

But  as  the  crisis  in  Kosovo 
continues  France  is  caught 
between  two  conflicting 
needs.  France  Is  the  largest 
contributor  to  the  offensive 
after  the  US  and  is  as  fully 
committed  to  success  as  any 
other  member  of  Nato. 

Yet  at  the  same  time  poli- 
ticians on  both  the  left  and 
right  are  profoundly  wary  of 
France  being  so  closely 
Involved  in  a military  ven- 
ture that  is  US-dominated 
and  orchestrated  through 
Nato.  France's  entire  post- 
war military  stance  and  for- 
eign policy  agenda  has  been 
shaped  around  striking  a dis- 
tance from  Washington.  Yet 
France  now  finds  itself  field- 
ing a sizeable  contingent  of 
more  than  70  aircraft  and 
being  asked  each  week  for 
greater  military  involvement 
when  it  is  still  formally  set 
against  full  integration  in 
Nato’s  military  structure. 

Faced  with  these  contra- 
dictions both  President  Jac- 
ques Chirac,  who  has  taken 
charge  of  the  Kosovo  con- 
flict, and  the  Jospin  govern- 
ment are  pursuing  a policy 
that  allows  France  to  be  a 
team  player  yet  hold  a dis- 
tinct voice. 

For  domestic  consumption. 


the  French  authorities 
emphasise  their  ability  to 
influence  or  even  block  Nato 
derisions  which  the  French 
public  regards  as  too  heavily 
influenced  r by  the 
Americans.  For  instance  the 
presidential*  entourage 
leaked  to  Liberation  last  Sat- 
urday their  view  that  France 
had  an  effective  veto  on  the 
choice  of  Nato  targets.  The 
report  cited  a French  veto  on 
the  bombing-  of  a power  sta- 
tion becauserjt  also  supplied 
electricity- to:  Macedonia,  and 
on  the  bombing  of  the  anten- 
nae of  Belgrade  Television 
because  of  the  proximity  of 
foreign  journalists. 

This  version  of  events  has 
found  little  echo  at*  Nato 
headquarters  in  Brussels, 
where  a joint  approach  to 
targeting  is  emphasised.  At 
the  presidential  palace  the 
veto  idea  has  subsequently 
been  played  down.  Such  inci- 
dents underline  the  difficult 
tightrope  France  has  chosen 
to  walk.  It  furthermore 
allows  France  to  become  an 
easy  target  for  those  in  Nato 
who  doubt  the  reliability  of 
Paris.  But  senior  French  offi- 
cials dismiss  these  doubts 
insistingiParis  is  fully  aware 
serious  divisions  would 
undermine  the  alliance’s  war 
effort  and  must  be  avoided. 

The  true  differences 
between  France  and  Nato 
are  likely  to  emerge  less 
over  military  objectives  and 


needs 

more  from  the  overall  politi- 
cal strategy.  France  is  wary 
of  a policy  that  seeks  to  get 
rid  of  Slobodan  Milosevic, 
the  Serb  leader.  Its  attempt 
to  balance  US  influence  with 
that  of  Moscow  furthermore 
ensures  Paris  will  try. at 
every  occasion  to  get  the 
Russians  Involved  in  Kos- 
ovo. This  is  a another  source 
of  likely  friction  with  Wash- 
ington. 

The  French  position  is  fur- 
ther complicated  by  co-habi- 
tation. Mr  Chirac  has 
acquired  a new  lease  of  polit- 
ical life  from  the  conflict  as 
he  is  in  charge  of  the  armed 
forces  and  has  overall 
responsibility  for  foreign  pol- 
icy. Lionel  Jospin,  the  prime 
minister,  has  been  cast  into 
the  shade  and  the  president 
has  become  hyperactive,  ’ 
backed  by  strong  public  sup- 
port for  military  action. 

Mr  Jospin  is  committed  to 
support  the  president,  but  he 
has  to  carry  with  him  a cabi- 
net divided  over  Kosovo.  The 
Communists  are  openly 
opposed  to  military  action 
but  have  left  it  too  late  for 
their  four  cabinet  members 
to  quit.  Equally  Jean-Pierre 
Chev&nement,  the  interior 
minister,  is  against  the  mili- 
tary venture  but  has  con- 
tented himself  with 
distributing  the  obstruse 
anti-war  comments  of  a Ger- 
man philosopher  to  his  cabi- 
net colleagues. 


ECONOMIC  DAMAGE  COUNTRIES  AFFECTED  BY  CONFLICT  WILL  NEED  AT  LEAST  $10BN  TO  COPE 

IMF  and  World  Bank  assess 


to  play  a key  role. 

EU  and  other  industria- 
lised donor  nations  yester- 
day pledged  $275m  of 
balance  of  payments 
assistance  for  Bulgaria 
this  year  and  promised 
more  support  should  the 


costs  for  Bulgaria  of  the  Kos- 

ovo  conflict  to  date. 

Andrew  Vorkink.  the 
World  Bank  official  handling 
Bulgaria,  said  it  stood  to 
secure  $3.3bn  in  investment 
balance  of  payments  support 
and  technical  assistance  in 


Bulgaria,  Romania,  Albania  and 
Macedonia  likely  to  need  loans 
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By  Robert  mote  fai  Washington, 

PBter  Norman  fri  Brussels  and 

Stefan  Wagstjrl  hi  London 


Countries  affected  by  the 
fighting  in  Kosovo  may 
require  loans  from  fee  World 
Bank  and  International  Mon- 
etary Fund  in  excess  of 
SlObn.  to  help  them  cope 
with  the  economic  impact, 
according  to  preliminary 
estimates  by  fee  two  institu- 
tions. 

Michel  Camdessus,  manag- 
ing director  of  the  IMF,  said 
his  officials  were  working  on 
the  likely  impact  of  the  Kos- 
ovo crisis  “very  actively  and 
wife  great  anxiety".  He  said 
Fund  and  Bank  staff  had 
prepared  a joint  paper  for 
the  executive  board,  but  this 
was  “an  extremely  provi- 
sional first  outline”.  The 


financial  impact  depended 
crucially  on  how  long  the 
conflict  continued,  he  said. 

Mr  Camdessus  did  not  give 
any  details  of  what  could  be 
done.  But  officials  said  It 
was  likely  that  Bulgaria, 
Romania.  Albania  and  Mac- 
edonia would  need  loans  of 
at  least  SlObn  to  help  them 
cope  with  the  cost  of  human- 
itarian assistance  and  the 
disruption  to  trade  caused 
by  fee  fighting.  Serbia  and 
Montenegro  are  not  mem- 
bers of  the  international 
institutions  and  therefore 
ineligible  for  help. 

Officials  believe  much  of 
the  finance  for  the  recon- 
struction of  industrial  infra- 
structure is  likely  to  be 
available  through  export 
credit  guarantees,  wife  Ital- 
ian companies  expected 


war  in  Kosovo  continue. 

The  commitment  by  22 
donor  countries  was  addi- 
tional to  S440m  already 
promised  by  the  World  Bank 
and  IMF,  and  brought 
pledges  of  balance  of  pay- 
ments support  to  $71 5m  for 
1999.  About  $100m  pledged 
yesterday  was  to  cover  fee 


the  three  years  to  end-2001. 
That  sum  would  rise  by 
$300m-$400m  if  the  Kosovo 
war  lasted  to  the  end  of  this 
year. 

Separately,  the  IMF  yester- 
day agreed  in  principle  to 
grant  a $500m  standby  credit 
to  Romania  in  a move  which 
will  help  Bucharest  avert  a 


impact 

much-feared  default  on  its 
foreign  debt  this  year. 

The  agreement,  subject  to 
approval  by  the  IMF  board, 
seems  to  have  been  com- 
pleted sooner  than  expected 
because  of  concern  about  the 
economic  impact  of  the  Kos- 
ova crisis.  It  will  pave  the 
way  to  tbe  release  of  a $250m 
World  Bank  and  other  bilat- 
eral loan  programmes. 

Mr  Camdessus  said 
finance  ministers  would  dis- 
cuss the  Impact  of  the  Kos- 
ovo conflict  in  a meeting  of 
the  Fund's  “interim  commit- 
tee" next  Tuesday. 

Other  topics  for  discussion 
will  include  the  world  eco- 
nomic outlook,  debt  relief  for 
poor  countries  and  reforms 
to  fee  architecture  of  the 
international  financial  sys- 
tem. 


Nato  strikes  at 
president’s  HQ 


Nato  blasted  the  party 
headquarters  of  Slobodan 
Milosevic,  Yugoslav  presi- 
dent; yesterday,  report  agen- 
cies. 

At.  least  one  Nato  missile 
slammed  into  Mr  Milosevic’s 
Serbian  Socialist  party  office 
in  Belgrade,  sending  flames 
roaring  through  fee  22-sto- 
rey building  that  also  houses 
a television  station  run  by 
his  daughter  Mari j a. 

-The  Yugoslav  nears  agency 
Tan  jug  said  Nato  missiles 
killed  at  least  10  people  at  a 
camp  in  western  Kosovo 
housing  several  hundred 
Serb  refugees  from  Croatia. 

Sources  at  Nato  headquar- 
ters in  Brussels  said  that 
wife  the  Belgrade  attack  fee 
alliance  was  attempting  to 
bring  Its  four-week-old  air 
campaign  closer  to  those 


responsible  for  fee  mass 
expulsion  of  ethnic  Alba- 
nians from  Kosovo.  “It’s  an 
intensification  of  our  attacks 
on  the  leadership,"  a Nato 
official  said. 

Later  yesterday,  witnesses 
said  the  first  of  24  US 
Apache  attack  helicopters 
finally  arrived  in  Albania 
after  a week  of  embarrassing 
delays. 

The  helicopters  were  to 
boost  the  firepower  of  Nato 
forces  striking  Yugoslav  mil- 
itary targets  on  the  ground 
inside  Kosovo. 

Several  of  the  low-flying 
Apaches  were  spotted  flying 
into  Rinas  airport  in  Tirana, 
tbe  Albanian  capital.  The 
airport  is  the  staging  ground 
for  troops  and  equipment 
feat  will  support  the  helicop- 
ters once  they  go  into  action. 
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Yeltsin  dealt  blow 


EUROPE 


Har  over  Skuratov 


Vi* 
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By  -tohn  Thomhffl  in  Moscow 

Russia's  upper  house  of 
parliament  yesterday  deliv- 
ered  a massive  blow  against 
President  Boris  Yeltsin  by 
reftising  - for  a second  time 

1116  resignation 
of  Yun  Skuratov.  the  coon. 
PY  s top  Jaw  officer,  who  is 
investigating  allegations  of 
!f  corruption  in  the  Kremlin, 

TJe  surprise  vote  by  the 
traditionally  conservative 
Federation  Council  will  seri- 
ously hamper  Mr  Yeltsin's 
recent  attempts  to  reassert 
his  presidential  authority 
and  to  wrest  the  political  ini- 
tiative back  from  his  popular 
prime  minister,  Yevgeny  Pri- 
makov. It  may  also  encour- 
age Mr  Yeltsin's  opponents 
to  pursue  impeachment  pro- 
ceedings against  the  presi- 
dent in  the  Duma,  the  lower 
house  of  parliament. 

Nikolai  Fyodorov,  presi- 
dent of  the  central  Russian 
region  of  Chuvashia,  said 


the  vote  was  a further  sign 
that  Mr  Yeltsin's  nationalist 
and  Communist  enemies 
were  determined  to  seize 
power  by  any  means  and -at 
any  price.  “This  is  a chal- 
lenge against  presidential 
power  and  is  dangerous  for 
the  country’,"  he  said. 

But  Yuri  Luzhkov, 
Moscow's  mayor,  who  has 
been  widely  tipped  as  Rus- 
sia's next  president,  said  the 
Federation  Council's  vote 
upheld  the  principle  of  the 
separation  of  powers.  “We 
need  a state  and  a democ- 
racy that  works  according  to 
the  law  and  not  the  actions 
of  the  president,"  he  said. 

Mr  Yeltsin  had  made 
unprecedented  efforts  to  per- 
suade Russia’s  regional  gov- 
ernors to  remove  Mr  Skura- 
tov, who  has  recently 
launched  several  controver- 
sial investigations. 

Kremlin  aides  charged  the 
prosecutor  general  was  no 
longer  suitable  to  hold  the 


top  law  office  after  doubts  ■ 
were  raised  about  Us  integ- 
rity. Last  month;  Russian 
state  television  showed  foot- 
age of  Mr  Skuratov  in  bed 
with  two  prostitutes,  alleg- 
edly procured  by  a business- 
man under  criminal  investi- 
gation. 

Following  yesterday's  par- 
liamentary vote,  Mr  Skura- 
tov said  he  was  prepared  to 
continue  his  work  - In  spite 
of  his  previous  offers  to 
resign.  "I  am  obliged  to 
respect  the  decision  of  the 
Federation  Council,”  he  said. 

Mr  Yeltsin  was  said  to 
have  received  the  news  of 
the  Federation  Council's 
vote  “calmly"  amid  sugges- 
tions that  ha  might  submit  a 
third  request  to  parliament 
to  remove  Mr  Skuratov. 

But  the  Federation  Coun- 
cil’s vote  is  bound  to 
strengthen  the  hand  of  Mr 
Primakov,  who  has  been 
engaged  in  an  Increasingly 
fierce  and  open  power  strug- 


Paris  faces  fine 
over  work  ban 


Yuri  Skuratov;  said  ha  was  now  prepared  to  conthwe  his  work 


gle  with  the  Russian  presi- 
dent 

In  the  past  few  weeks. 
Mr  Yeltsin  has  met  many 
of  Russia's  most  prominent 

politicians  - including  Mr 


Luzhkov  and  Grigory  Yav- 
linsky, the  leader  of  the  lib- 
eral Yabloko  party  - to 
sound  them  out  as  possible 
replacements  for  Mr  Prima- 
kov. 


By  Ificftwf  Smith  tn  Brussels 

The  European  Commission 
yesterday  agreed  to  ask  the 
European  Court  of  Justice  to 
impose  a fine  of  more  than 
€100m  (SLOSm)  on  France 
over  its  refusal  to  annul  leg- 
1 islation  banning  women 
from  working  at  night 

If  approved  by  the  court 
the  fine  will  grow  by  more 
than  €142,000  for  each  day 
that  France  Hails  to  end  the 
ban.  According  to  the  Com- 
mission, the  ban  violates 
European  Union  laws  on 
equal  treatment  for  women 
in  the  workplace. 

The  French  labour  code 
provides  that  women  may 
not  be  employed  in  factories 
and  workshops  at  night. 
There  are  few  exceptions, 
although  the  prohibition  is 
not  enforced  rigidly. 

Two  years  ago  the  Euro- 
pean Court  of  Justice  ruled 
that  the  prohibition 
infringed  EU  equal  treat- 
ment laws  dating  from  1976, 
but  the  French  authorities 


have  not  provided  the  Com- 
mission with  a timetable  for 

amending  its  legislation. 

The  20-strong  college  of 
Commissioners  made  their 
decision  even  though  they 
have  agreed  to  take  no  new 
political  initiatives  following 
their  resignation  en  masse 
last  month  amid  allegations 
of  mismanagement. 

However,  a spokesman 
said  yesterday  the  Commis- 
sion remained  the  guardian 
of  EU  treaties.  The  level  was 
calculated  according  to  strict 
mathematical  formula  which 
took  into  account  the  gravity 
of  the  offence  and  France's 
gross  national  product. 

• The  Commission  also 
decided  to  ask  the  Court  of 

Justice  to  rule  illegal  a Dan- 
ish ban  on  the  use  of  metal 
cans  for  beverages. 

It  argues  the  prohibition 
contravenes  a 1994  directive 
that  aims  to  lessen  the  envi- 
ronmental impact  of  packag- 
ing waste  and  to  ensure  the 
operation  of  a European  sin- 
gle market. 


Upheaval  In  Brussels  delays  pensions  reform 


The  liberalisation  of  the  European  pension  fund  market  may  not 
see  the  light  of  day  until  the  year-end,  writes  Nicholas  Timmins 


Inside 
the  market 

The  mass  resignation  last 
month  of  the  European 
Commission  has  delayed 
large  chunks  of  European 
Union  business,  not  least  of 
them  pension  reform. 

A directive  aimed  at  liber- 
alising the  European  pen- 
sion fund  market  was  all  set 
to  go  the  day  the  Commis- 
sion resigned,  but  now  it 
may  be  the  end  of  the  year 
before  it  emerges.  This  is  a 
blow  for  an  industry  which 
has  been  pressing  hard  and 
long  for  pensions  to  be  run 
on  a more  pan-European 
basis,  something  that  the 
growth  of  multinationals 
and  the  increasing  transfer 
of  staff  from  one  EU  country 
to  another  demand. 

It  is  also  a setback  to  the 


industry's  twimitrack 
approach  to  getting  the  law 
changed.  On  the  one  hand,  it 
is  pressing  the  EU  to  act  On 
the  other,  some  of  its  players 
are  recruiting  multi-nation- 
als to  back  a European  Court 
of  Justice  test  case  as  a way 
of  resolving  EU  tax  discrimi- 
nation on  pensions. 

How  far  the  latter  will  go 
remains  in  doubt  In  theory, 
the  removal  of  investment 
restrictions  and  tax  discrimi- 
nation could  save  multi- 
nationals large,  sums  by 
allowing  them  to  run  cross- 
border  pensions;  and  even 
allowing  them,  perhaps,  to 
merge  existing  schemes.  A 
surplus  in  a Belgian  fund, 
for  example,  might  become 
usable  to  top  up  an  under- 
performing  Spanish  one  - 
although  whether  [the  com- 
pany employees  in  .the  for-  - 
mer  would  see  the  idea  as -a 
good  one  is  highly  debatable. 

But  while  enough  multina- 


tionals may  be  willing  to  put 
up  the  funds  to  fight  a legal 
action  - more  than  a dozen 
have  already  agreed  to  - one 
of  them  will  have  to  go  into 
the  firing  line  to  provide  the 
test  case  that  the  courts  will 
have  to  examine. 

In  effect,  that  means  tak- 
ing on  the  tax  authorities  In 
whichever  country  the  test 
case  is  fought.  And  there  are 
clear  signs  of  reluctance  to 
do  that  - not  least  because 
while  there  may  be  big 
savings  down  the  line  from 
pension  reform,  there  might 
be  short-term  costs  when  an 
angry  local  tax  authority 
proves  less  than  helpful  to 
the  company  concerned  over 
the  discretionary  decisions 
and  tax  law  interpretation 
that  companies  inevitably 
face. 

! How  East  the  stalled  direc- 
tive, appears  may  depend 
upon.  the  fate  of  Mario 
Monti,  the  Italian  commis- 


sioner in  charge  of  it.  With 
Romano  Prodi  set  to  become 
president,  either  Mr  Monti  or 
Emzna  Boniao,  the  consumer 
affairs  commissioner,  will 
have  to  go  as  Italy  is  allowed 
only  two  commissioners. 

Italian  politics  can  be  com- 
plex, but  given  the  tendency 
of  countries  to  balance  their 
commissioners  on  political 
lines,  one  from  the  right  and 
one  from  the  left,  Prodi’s 
appointment  from  the  centre 
may  increase  the  chances  of 
Mr  Monti  staying  while  the 
more  radical  Ms  Bonino 
goes. 

The  industry  certainly 
hopes  so.  If  he  stays  and 
remains  in  the  same  job, 
action  should  be  earlier 
rather  than  later.  He  told  a 
recent . FT  conference  on 
European  pensions  that 
reform  was  Tong,  long  over- 
due”. If  be.  is  replaced,  the 
wait  is  likely  to  he  longer. 

Meanwhile,  pension 
reform  in  the  UK  has  seen 
unit  trust  and  investment 
companies  urging  the  gov- 
ernment to  take  Europe  into 


account  when  making  its 
reforms.  Ministers  plan  a 
“stakeholder"  pension  for 
the  UK  - a kitemarked. 
group  money-purchase 
scheme  with  low  charges 
and  no  penalties  for  transfer 
or  contribution  holidays. 
While  saying  it  will  consider 
other  forms  of  governance, 
ministers  are  in  favour  of 
them  being  run  by  trustees. 
The  investment  industry 
would  prefer  an  enforceable 
code  of  conduct,  arguing 
trust  law  is  poorly  under- 
stood in  mainland  Europe. 

“There  will  be  tremendous 
opportunities  ahead  for  the 
UK  financial  services  indus- 
try if  it  can  offer  a flexible, 
low-cost  and  transparent 
pension  product  which  is 
attractive  to  EU  markets,” 
the  investment  industry's 
trade  association  says.  “A 
product  based  entirely  on 
trust  law  is  unlikely  to  he 
able  to  take  advantage  of 
this  rapidly  development 
market"  - a market  which 
needs  liberalisation  if  it  is  to 
deliver  in  fan. 


Sweden’s  euro 
campaign  delayed 


By  Tm  Burt  in  Stockholm 

A long-awaited  information 
campaign  in  Sweden  on  the 
implications  of  European 
economic  and  monetary 
union  has  been  delayed  for 
more  than  three  months  fol- 
lowing the  resignation  of  the 
European  Commission  and 
the  abrupt  departure  last 
week  of  Erik  Asbrink,  the 
country’s  finance  minister. 

The  Swedish  government, 
which  has  adopted  a wait- 
and-see  approach  to  the 
euro,  was  due  to  launch  a 
public  information  campaign 
on  the  single  currency  at  the 
start  of  the  year. 

But  the  government  and 
the  European  Commission, 
jointly  funding  the  cam- 
paign, have  yet  to  sign  a 
memorandum  of  understand- 
ing that  would  let  It  proceed. 

In  recent  months,  the  rul- 
ing Social  Democrats  have 
emphasised  that  a referen- 
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THE  AMERICAS 


recover  shooting  victims’  bodies 


By  Gautem  Malfconi 
In  Washington 

Police  finally  began  moving 
bodies  from  a Denver  high 
school  yesterday  afternoon, 
more  than  24  hours  after  the 
first  shots  in  a massacre 
which  left  15  people  dead. 

Efforts  to  enter  the  build- 
ing had  been  hindered  by 
booby  traps  and  explosives 
that  threatened  to  make  the 
tragedy  worse.  Steve  Davis 


of  Jefferson  County  Police 
said  officers  would,  continue 
to  sweep  parked  cars  on  the 
premises  for  hidden  devices. 

The  death  toll  includes  the 
two  dead  suspects,  believed 
to'  have  committed  suicide, 
and  one  Wte  adult  At  least 
23  people  were  taken  to  hos- 
pital, mostly : with  gunshot 
wounds.  At  least  nine  vic- 
tims were  in  critical:  or  seri- 
ous condition.  One  girl  suf- 
fered nine  shrapnel  wounds. 


The  number  of  death  was 
originally  thought  to  be 
higher  but  the.  shooting  at 
Columbine  High  School 
remains  one  of  the  worst 
mass  shootings  in  US  his- 
tory. It  follows  a series  of 
similar  incidents  - In  Ameri- 
can schools  over  the  past 
two  years. 

The'  furious  debate  about 
gun  control  in  the  US  was 
largely  constrained  by  the 
continuing : uncertainty  sur- 


rounding the  incident.  Cru- 
cially, a question  mark 
remained  over  how  the  two 
suspects,  identified  by  fellow 
students  as  seniors  Dylan 
Klebold  and  Eric  Harris, 
both  18,  got  hold  of  the 
weapons. 

* Janet  Reno,  attorney  gen- 
eral, said  stricter  gun  laws 
were  only  part  of  the  solu- 
tion to  the  spate  of  school 
violence.  She  told  ABC's 
Good  Morning  America; 


“We've  got  to  get  guns  out  of 
the  hands  of  young  people. 
We've  got  to  make  sure  they 
have  the  counselling,  the 
support  to  help  them  come 
to  grips  with  the  anger  of 
their  life  when  it  occurs." 

President  Bill  Clinton 
called  on  the  nation  yester- 
day morning  to  “shield  our 
children  from  violent  images 
and  experiences  that  warp 
young  perceptions". 

Nancy  Hwa  of  Handgun 


Control  said:  “It's  ridiculous 
to  sacrifice  the  lives  of  chil- 
dren on  the  altar  of  the  Sec- 
ond Amendment  [the  right 
to  bear  arms] . . These 
young  people  could  not  have 
done  the  damage  t>mt  they 
did  without  these  weapons.” 

Mr  Davis  said  police  had 
not  discovered  a motive  for 
the  killings  hut  had  beard 
speculation  it  might  be  con- 
nected to  Adolf  Hitler's 
birthday. 


A rich  country 
catches  a glimpse 
' of  its  dark  side 

Freedom  from  want  has  not  brought  / , 
freedom  from  fear,  reports  Gerard  Baker 


it' 


'C> 
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The  statistics  say  serious 
juvenile  crime  in  the  US 
is  at  its  lowest  level  in 
more  than  a decade.  The 
experts  reassure  Americans 
that  their  children  are  safer 
in  classrooms  than  they  are 
on  the  streets  or  even  in 
their  homes.  But-  every  PfaV 
ent  in  America  who  has 
dropped  Iris  child  at  the 
school  gates  or  bus  stop  yes- 
terday struggled  to  suppress 
a pang  of  nervous  anxiety. 

Tuesday's  killings  high- 
lighted once  again  the  curi- 
ous paradox  in  Americans’ 
lives  between  what  is  widely 
perceived  as  an  age  of 
golden  prosperity  and  peace, 
and  occasional  glimpses  .off  a 
frightening  social  reality 
that  seems  to  presage  Mth- 
fng  but  death  and  despair. 


permissive  gun  laws^ 

But  for  conservatives  it 
was  another  peek  into  the 
heart  of  darkness  that  mod- 
ern American,  society  has 
become. 

Patrick  Buchanan,  one  off 
the  contenders  for  the 
Republican  presidential 
nomination,  said:  “At  little- 
ton  yesterday,  Americana 
got  a glimpse  of  the  last  stop 
on  that  train  to  hell  she 
boarded  decades  ago  when- 
we  declared  that  God  is 
dead,  and  that  each  of  us  is 
his  or  her  own  god  who  can 
make  up  the  rules  as  we  go 
along” 

Mr  Buchanan's  rhetoric 
will  echo  time  and  again 
throughout  the  presidential 
election  campaign  over  the 
next  year  and  a hall.  Even  if 


Ashley  md.Stadl  Prinzf  lay  Down  at  tha  perimeter  of  the  Columbine  High  School  grounds  yesterday, : 
the  seboof after  Tuesday's  shootings  ; 
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The  Trench  Coat  Mafia  o£  his  policy,  prescriptions  are 
the  Columbine  High  School  not  widely,  shared,  the  sentL- 


near  Denver  were  merely  the 

most  brutal  in  a line  of  child 

killers  that  has  B0W 
engulfed  eight  schools  In 


ment  resonates  with'  many 
Americans.  They  capture 
befcterthan  most  the  ambiva- 
lence many  sow'  feel  about 


twoyears-  And  though  Pres-  ■-  their  modem  society,  where 
dent  Ml  Clinton  did  his  best  the  culture  of  individral 
to  reassure  parents  that  enterprise  has  created  ph* 
America*  schools  were  not  nomenal  economic  success 
booming  killing  fields,  the  but  at  the  apparent  cost  of. 


inddeat  onceagain  raked 
fundamental  questions  about  ■ ^Mnay  be  .down,  but- 
therirtues  of  the.  widely  polls  suggest  people  feel  leas . 
touted  American  modeL  safe  ;than  ever.  The  main 
Politicians  quickly  deliv,  reason  they  are  buying  more 
ered  their  verdict  Fbr  a few,  handguns  is  apparently  to; 
mostly  liberal  Democrats,  it  protect  themselves  from  vw- 
ZZl  tiL  latest  example  of  the  lent, -criminals.  Unemploy-' 
S'  of  America’s  incredibly  ment  Is.  at  a 30-year  low,  but 


more  ordinary  Americans 
are  working  harder  and  lon- 
ger to  maintain  living  stan- 
dards that  bave  . not  signifi- 
cantly improved  in.  two 
decades.  ■ 

The  US  is  reaping  the  ben- 
efits of  a gtobaBy  integrating 
economy,  but  Americans 
fear  that  their  Jobs  are  being 
lost  to  cheap  foreign  compe- 
tition. . 

It  is  a paradox  -also, 
reflected  in  the  spectacle  of  a 
country  spending  billions  of 
dollars  on.  a .war  in  Europe 
in  which  extraordinary 
effort  is  being  spent  to  . 
ensure  not  a single  Ameri- 
can casualty  is  sustained. 


while:  in  a comfortable  Den- 
ver suburb  12  children  are 
gunned  down,  commando- 
style,  by  boys  in  black 
masks  with  a hankering  for 
Nazi  memorabilia. 

And  as  the  US  reaps  enor- 
mous economic  benefit 
from  the  technological 
revolution  it  has  master- 
minded to  the  last  10  years, 
it  is  dear  that  even  this  has 
its  equal  and  opposite  effect 
"While  e-commerce  refines 
and  . improves  . the.  US 
marketplace,  tbe  internet  is 
bringing-more  grotesque  vio- 
lence and  sexual  imagery 
into,  ordinary  Americans’ 


homes  than  the  most  pessi- 
mistic doomsayers  would 
have  thought  possible  a 
decade  ago;  it  was  no  sin- 
prise  to  . discover  that  the 
Trench  Coat  mafiosi  had  pio- 
neered their  own  web  site. 

It  is  far  from  dear  whether 
this  dark  obverse  to  Ameri- 
can success  will  have  much 
immediate  political  impact. 
The  expectation  among  the 
experts  remains  that  the  eco- 
nomic benefits  will  continue 
to  weigh  more  heavily  with 
Americans  than  the  social 
Ills  that  seem  to  accompany 
them. 

In  any  case,  there  seems  to 
be  a fatalism  about  many 


Americans’  attitudes.  Polls 
suggest  people  believe  that, 
even  if  it  existed,  there  is 
little  hope  of  turning  back 
the  dock  to  a largely  elusive 
bygone  age  of  the  cohesive 
family  unit,  underpinned  by 
strict  moral  codes. 

Instead  they  console  them- 
selves with  the  ultimate 
Bolfpslstic  comfort  - it  could 
not  happen  to  them.  Even  if 
most  are  still  unable  to 
escape  the  chilling  feeling 
that  somewhere  in  America, 
sitting  sullenly  behind  a 
lonely  desk,  some  mother's 
son  is  just  waiting  his 
chance  to  join  the  grisly 
honour  rolL 


dum  on  joining  the  euro  can- 
not take  place  without  con- 
ducting an  exhaustive  infor- 
mation drive  on  tbe  likely 
impact  for  Scandinavia's 
largest  economy. 

The  Commission  has  been 
pressing  Swedish  officials  to 
launch  such  a campaign  for 
more  than  a year. 

Supporters  of  euro- 
membership in  Sweden 
regard  the  delay  as  a missed 
opportunity  to  capitalise  on 
an  upswing  in  support  for 
the  single  currency  at  the 
end  of  last  year.  Opinion 
polls  last  winter  suggested  a 
growing  number  of  Swedes 
favoured  joining  the  euro. 

But  since  then  polls  have 
signalled  growing  scepti- 
cism. A survey  last  week 
showed  those  in  favour  fall- 
ing from  51  per  cent  last 
December  to  40  per  cent 

At  the  earliest,  a euro  ref- 
erendum might  be  held  in 
autumn  2000. 


| Turkish 
party 
warns  on 
customs 
union 

By  Leyia  Boulton  In  Ankara 

The  Nationalist  Action  party 
(MHP),  Turkey's  second 
most  powerful  party  follow- 
ing Sunday's  general  elec- 
tion, may  seek  to  “renegoti- 
ate" Turkey’s  customs  union 
with  the  European  Union  if 
it  joins  the  country's  next 
coalition  government. 

Tunca  Toskay,  deputy 
chairman  of  the  nationalist 
party,  said  his  party  would 
launch  such  an  initiative  if 
Greece  failed  to  hft  its  veto 
on  the  €37 5m  (5400m)  “sym- 
bolic" financial  aid  promised 
by  the  EU  as  part  of  the  cus- 
toms union. 

Turkish  officials  arrive  in 
Brussels  next  week  for  infor- 
mal talks  on  deepening  the 
customs  union,  which  has  so 
far  benefited  EU  exporters 
the  most.  Having  abolished 
tariffs  on  manufactured 
goods,  the  two  sides  want  to 
create  a common  market  in 
agriculture,  services  and 
public  procurement  - a 
move  that  would  benefit 
Turkish  producers  and  com- 
panies. 

Mr  Toskay.  an  economist, 
said  his  party  would  com- 
plete tbe  privatisation  of 
most  enterprises  still  in  state 
hands  within  the  five-year 
life  of  the  new  parliament 
The  MHP  would  also  support 
legislation  strengthening 
banking  supervision  and 
reforming  Turkey’s  costly 
social  security  system. 

It  remains  unclear 
whether  the  MHP  will  have 
any  part  in  a new  govern- 
ment Tansu  Ciller,  leader  of 
the  centre-right  True  Path 
party,  yesterday  called  on 
her  hitter  rival  Mesut  Yil- 
maz,  head  of  the  Motherland 
party,  to  form  a coalition 
government  - which  would 
exclude  the  MHP. 

• Akin  Birdal,  chairman  of 
Tin-key’s  human  rights  asso- 
ciation, is  to  be  jailed  for 
eight  years  after  the 
Supreme  Court  yesterday 
upheld  his  conviction  on 
charges  of  “separatism"  for 
Kurd-related  comments. 


NEWS  DIGEST 

PROTESTS  AJ  TAX  RISES 

Violent  demonstrations 
paralyse  Jamaica 

Jamaica  remained  paralysed  yesterday  by  violent  street 
protests  and  demonstrations  against  taxes  imposed  test 
week.  Businesses  have  been  hrt  by  arson  and  looting,  and 
the  trouble  was  expected  to  worsen,  with  the  political 
opposition  planning  marches  and  demonstrations. 

A promise  by  PercfvaJ  Patterson,  prime  minister,  to  have 
the  taxes  reviewed  to  mollify  their  impact,  appeared  to 
have  had  no  effect  yesterday  on  the  protesters.  "There  is 
no  alternative  to  raising  the  money,”  Mr  Patterson  said. 

Streets  in  Kingston  and  other  towns  were  again  blocked 
with  debris  yesterday.  Gunfire  was  reported  in  parts  of 
Kingston.  Three  looters  have  been  shot  dead  and  about 
200  people  arrested  since  the  disturbances  began. 

The  protests  have  hit  hard  at  the  island's  struggling 
economy,  particularly  tourism.  Canute  James,  Kingston 


CHANGE  TO  G00DWL1JUJLES 

Merger  activity  may  be  hit 

The  top  US  accounting  watchdog  Is  eliminating  pooling  of 
interests  rules,  the  accounting  treatment  which  has  helped 
fuel  a boom  in  mergers  and  acquisitions. 

The  Financial  Accounting  Standards  Board  has  decided 
that  from  late  next  year,  all  business  combinations  will 
have  to  be  accounted  for  under  the  purchase  method 
instead.  As  a result,  future  takeovers  will  give  rise  to  good- 
will - the  premium  paid  over  tangfole  assets  - which  com- 
panies will  have  to  capitalise  and  then  write  off  against 
profits,  penalising  their  earnings  growth. 

Analysts  say  the  FASB’s  decision  could  further  acceler- 
ate M&A  activity  as  companies  rush  to  execute  poolings 
before  the  new  roles  come  into  force  late  next  year.  But  it 
could  then  lead  to  a hiatus  until  investors  have  taken  the 
changes  on  board.  Daniel  Bogler,  New  York 


MILLENNIUM  BUG 


Y2K  problem  ‘unlikely  in  US1 

Progress  In  the  public  and  private  sectors  means  that  the 
Year  2000  computer  problem  Is  now  unlikely  to  cause  seri- 
ous national  disruptions  in  the  US  but  several  developing 
countries  are  almost  certain  to  suffer  failures  in  critical 
systems,  a White  House  task  force  says. 

According  to  a report  on  the  problem  - better  known  as 
Y2K  or  the  “millennium  bomb"  - by  the  President's  Coun- 
cil on  Year  2000  Conversion,  most  critical  federal  govern- 
ment systems  and  key  Industries  such  as  electricity,  tele- 
communications and  banking  wit!  be  fully  compliant  before 
the  year-end  deadline.  Mark  Suzman,  Washington 


CORRECTION 

Aristotle  Publishing 

A report  In  some  editions  of  the  financial  Times  on  April 
20  incorrectly  stated  that  Aristotle  Publishing  would  be 
using  e-mail  as  part  of  its  new  political  advertising  service. 
The  service,  which  allows  political  organisations  to  target 
groups  of  registered  voters,  relies  entirely  on  banner 
advertisements  on  internet  pages. 
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WORLD  TRADE 


DEFENCE  EXPORTS  WASHINGTON  CONCERNED  OVER  BACK-DOOR  ROUTE  FOR  EXPORT  OF  SENSITIVE  US  WEAPONS _1 — 

Tighter  US  arms  controls  anger  Canadians 


By  Edward  AJden  ki  Toronto 

Canada's  defence  industry  is 
up  in  arms  over  changes  to 
US  export  control  regula- 
tions that  have  eliminated 
Canada's  long-standing 
exemption  from  certain  US 
export  licensing  require- 
ments. 

The  US  State  Department, 
which  published  the  new 
rules  this  month,  says  the 
changes  were  made  in 
response  to  concerns  that  US 
defence  items  shipped  to 
Canada  could  be  diverted  to 


restricted  countries  such  as 
China,  Iran  or  North 
Korea. 

But  Canadian  defence 
companies  say  the  regula- 
tions have  immediately 
choked  off  much  two-way 
trade  and  are  having  a far 
broader  impact  than  the  US 
anticipated  or  intended. 

The  US  has  become 
increasingly  concerned  that 
Canada  is  failing  to  prevent 
sensitive  technology  diver- 
sions. 

A Chinese-Canadian  busi- 
nessman was  indicted  in  the 


US  last  month  on  charges  of 
trying  to  circumvent  US 
export  controls  by  illegally 
diverting  missile  technology 
through  Canada  to  China. 

The  new  US  regulations, 
for  instance,  would  require 
special  permits  in  cases 
where  Canadians  with  dual 
citizenship  handle  sensitive 
military  technology. 

Canadian  companies,  most 
of  them  subsidiaries  of  US 
defence  groups,  export  about 

C$500m  flJS$33Qm>  in  goods 
and  services  to  the  US  mili- 
tary annually. 


Daniel  Verrault,  vice-presi- 
dent of  policy  research  for 
the  Aerospace  industries 
Association  of  Canada,  esti- 
mates about  60  to  70  per  cent 
of  that  trade  will  be  affected 
by  the  new  regulations. 

He  fears  that  US  compa- 
nies will  avoid  Canadian 
suppliers  rather  than  deal 
with  the  red  tape  of  the 
export  permit  process. 

Among  the  companies 
most  affected  by  the 
new  regulations  are  Allied- 

Signal,  CAE,  Lockheed- 
Martin,  Litton  Industries 


and  Canadian  Marconi. 

Mr  Verrault  said  some  US 
companies  had  already 
stopped  shipping  certain 
components  to  their  Cana- 
dian subsidiaries  and  had 
halted  the  sharing  of 
technical  information  to 
avoid  violating  the  new 
regulations. 

The  changes  to  the  Inter- 
national Traffic  in  Arms 
Regulations  end  an  exemp- 
tion for  Canada  that  is  more 
than  50  years  old.  Previ- 
ously. US  companies  were 
not  required  to  obtain  export 


permits  for  shipments  of  mil- 
itary items  to  Canada,  exclu- 
ding only  a handful  of  partic- 
ularly sensitive  items  such 
as  nuclear  weapons  delivery 
systems,  nuclear  propulsion 
systems  and  submarines. 
Such  permits,  which  can 
take  up  to  90  days  to  be 
issued  and  may  be  denied  by 
the  State  Department,  are 
required  for  exports  to  west- 
ern European  countries  and 
other  US  allies. 

“We've  never  had  controls 
on  Canarfa  because  Canada’s 
such  a close  ally  and  has  fol- 


lowed US  policy  so  carefully 
there  hasn’t  been  a need  for 
controls,”  said  a former  US 
commerce  department  ofB- 

rial  . .- 

The  jCwTiartiMi  government 
thinks  Canada  .has  been 
wrongly  singled  out-"  by  the 
state  department  as  part  of  a 
larger  US  effort  to  Horten  its 
export:  control  regulations. . 

LloyS  Axworthy.  Canada's 
foreign  minister,  is  sched- 
uled to  meet  Madeleine 
Albright.  US  secretary  of 
State  tomorrow  to  press  for 
enflfrigof  the  restrictions. 


A ‘rum’  business  as  Bacardi  case  threatens  to 
trigger  trademarks  war  between  US  and  Cuba 


Cuba  is  warning  of  retaliation  against  US 
brands  after  a ‘political’  New  York  court 
ruling  against  a French-Cuban  rum 
venture.  Pascal  Fletcher  reports 


A legal  battle  over  a 
trademark  between 
international  drinks 
company  Bacardi  and  a 
Cuban  venture  of  France's 
Pernod  Ricard  threatens  to 
trigger  a US-Cuban  war  over 
trademarks. 

This  month  a US  court 
rejected  an  attempt  by- 
Havana  Club  International,  a 
joint  venture  between  Per- 
nod Ricard  and  Cuba's 
Havana  Rum  and  Liquors,  to 
stop  Bacardi  using  the  dis- 
puted Havana  Club  name  in 
the  US. 

Before  the  ruling  a senior 
Cuban  official  warned  that  if 
the  decision  went  against 
Havana  Club  International, 
Cuba  might  take  action 
agatnst  trademarks  and 
patents  of  US  companies  reg- 
istered on  the  island. 

Since  1994,  Havana  Club 
International  has  been  sell- 
ing the  “Havana  Club” 
brand  of  Cuban-produced 
rum  around  the  world, 
excluding  the  US  market, 
where  sales  are  barred  by 
the  US  economic  embargo 
against  Cuba. 

In  the  New  York  court 


case.  Havana  Club  Interna- 
tional had  alleged  that 
Bacardi,  a company  set  up 
by  Cuba's  most  famous  rum- 
makers  who  went  Into  exile 
after  the  1959  revolution,  had 
engaged  in  unfair  competi- 
tion by  starting  to  use  the 
“Havana  Club”  name  to  sell 
their  own  non-Cuban  origin 
rum  in  the  US. 

Noel  Adrian,  the  French 
managing  director  of 
Havana  Club  International, 
described  the  US  court  rul- 
ing as  “political”  and  said 
his  company  would  appeal. 

“Our  reaction  Is  a certain 
surprise  and  disappointment 
because  the  facts  are  com- 
pletely in  our  favour.  But 
you  can  see  that  the  judge’s 
decision  follows  US  laws 
against  Cuba,”  Mr  Adrian 
said  in  Havana.  He  had 
given  extensive  testimony 
during  the  court  case. 

Mr  Adrian  noted  that 
the  37-page  ruling  by 
Judge  Shira  Schemdlin  made 
specific  mention  of  the 
1996  US  Helms- Burton  law, 
which  codifies  and  strength- 
ens the  longstanding  US 
embargo  against  the 


communist-ruled  island. 

Her  finding  also  rested 
heavily  on  one  section  of  the 
1998  US  budget  law  approved 
by  the  US  Congress  last 
October  21.  This  section  in 
effect  stipulates  that  Cuban 
nationals  cannot  assert 
trademark  protection  treaty 
rights  if  such  names  or 
marks  previously  were  used 
in  connection  with  confis- 
cated businesses. 


1998  US  law 
‘deliberate 
attempt  to  unfairly 
and  illegally 
punish  Pernod 
Ricard1 


The  US  judge  found  that, 
as  a company  owned  in  part 
by  the  Cuban  government. 
Havana  Club  International 
clearly  fitted  the  “desig- 
nated” - In  this  case  Cuban 
- national  category.  The 
Havana  Club  rum  name  was 
originally  owned  by  tbe 
Cuban  Arechabala  family, 
whose  Cardenas  distillery 
was  forcibly  confiscated  by 
the  Cuban  revolutionary 


government  in  early  1960. 
Bacardi  purchased  the 
Havana  Club  trademark,  for 
use  in  the  US.  after  negotia- 
tions with  the  exiled  Arecha- 
bala family  in  1995.  Havana 
Club  International  argues 
that  the  name  had  been 
abandoned  by  the  Arecha- 
bala family. 

Cuba's  government  has 
not  officially  reacted  so  far 
to  the  April  13  court  ruling. 
But  on  January  3.  a senior 
Cuban  official,  Ricardo  Alar 
c6n,  condemned  Section  311 
of  the  1998  US  Budget  law. 
describing  it  as  a deliberate 
attempt  to  “unfairly  and 
illegally"  pun  ish  Pernod 
Ricard  and  its  Cuban  rum 
venture. 

Mr  Alarcon  then  went  on 
to  note  that  US  companies 
currently  had  trademarks 
and  patents  registered  in 
Cuba  under  existing  interna- 
tional intellectual  property 
treaties. 

In  what  appeared  to  be  a 
thinly  veiled  warning  about 
the  possible  repercussions  of 
the  Havana  Club  case,  he 
said:  "The  owners  of  these 
trademarks  and  patents 
should  be  worried  about  the 
irresponsibility  of  a govern- 
ment (the  US)  that  might 
take  actions  which  will  not 
go  without  response.” 

“The  key  is  to  wait  and  see 


what  the  Cubans  will  du." 
said  John  Kavulich  of  the 
New  York-based  US  Cuba 
Trade  and  Economic  Coun- 
cil. a non-profit  group  which 
closely  monitors  US-Cuban 
trade  and  economic  issues. 

Mr  Adrian  said  he  under- 
stood that  a large  number  of 
trademarks  owned  by  US 
corporations.  including 
Coca-Cola.  Marlboro.  Palmo- 
live and  Hilton,  continued  to 
be  legally  registered  in 
Cuha. 

He  said  the  French  govern- 
ment had  been  closely  fol- 
lowing the  Havana  Club  case 
and  he  believed  the  Euro- 
pean Commission  might 
even  take  it  to  the  World 
Trade  Organisation. 

"Bacardi  is  afraid  about 
the  huge  growth  of  Havana 
Club  worldwide  and  they 
don't  want  Havana  Club 
breaking  into  the  US  market. 
So  they  politicised  the  case 
to  win  it.”  Mr  Adrian  said. 

He  added  that  over  the  last 
five  years,  international 
sales  of  Havana  Club  Cuban 
rum  by  the  French-Cuban 
venture  had  quadrupled  to 
lm  cases  in  1998.  But  this 
was  still  small  compared 
with  Bacardi's  huge  annual 
sales  of  20m  cases.  6m  of 
them  in  the  US  alone. 

“We  are  the  small  guys  In 
this  story,”  Mr  Adrian  said. 


SIEMPRE  IMITADO, 
cJAMAS  IGUALADO 


A 1950s  Cuban  advert  featuring  the  Bacardi  bat  reads:  'Always 
imitated,  never  equaled*.  The  company’s  Cuban  properties  were 
expropriated  in  I960,  it  bought  the  Havana  Club  brand  bi  1995. 
Cuba  says  the  name  had  bean  abandoned  by  its  former  owners 


C&W 
rethinks 
Hanoi  • 
contract 

By  JonaflanBiretefl  fcOtaaoi 


Cable  &, R&tash  . 
telecomm^catiha^  ;^om- 
pany;.  is  ae^h^-'fo  resferuc- 
tare  a 5207m'  revqnnediajv 
xog 1 contract  to  " Install 
telephone  lines  in  'Hanoi; . 

i.  amid  growing,  signs  of- iHsar- 
rgy  in ' VSetaagTs  efforts  to 
develop  its  telecoms  network 
with  tee  support  of foreign 
companies.':  ■ 

C&W  secured  tee  16-year 
contract  -with  state-owned . 
Vietnam  National  Posts  and 
Telecommunications  (VNPT) 
last  August  after  more  than 
three  years  of . negotiations. 
Roger  Barlow,  the  compa- 
ny’s Vietnam  representative, 
says  it  now  wants  to  adjust 
the  terms  to  take  account  of 
failing  demand  for  phone 
lines  in  Vietnam’s  slowing 
economy;.  ' 

C&W  was  to  have  installed 

250.000  lines  in  the  west  and 
south  of  Hanoi  during'  an  ini- 
tial five-year  phase,  and  to 
provide  management  and 
technical  expertise  over  15. 
years.  The  company  is.  now 
seeking  either  a revision- of 
the  original  schedule  or  a 
reduction  in  the  number  of 
lines. 

. C&W  is  hoping  an.  agree- 
ment will  allow  work  to. 
begin  in  Hanoi  by  June  or 
July.  However,  NTT  and 
France  Telecom,  which  both 
secured  similar  contracts  in 
November  1997,  have  also: 
been  facing  delays.  NTT  has 
a yiQ-tm  contract  to  fasten 

240.000  lines  in  the  north  and 
east  of  Hanoi. 

Australia’s  Telstra  has 
aim  been  involved  in  talks 
for  more  than  four  years  on 
a *3 00m  deal-  to  Install 

400.000  lines  in  Ho  Chi  Minh  ' 

City.  All  four  contracts  are 
part  of  VNPT's  effort  to  • 
increase  penetration  from  2A 
to  6 telephones  per  100 
people.  Revenue-sharing  con- 
tracts. known  in  Vietnam  as 
business  co-operation  con- 
tracts, have  been  Vietnam’s  : 
preferred  method  for  -secur- 
ing foreign  telecoms  invest- 
ment. 1 


INTERNATIONAL 


TREASURY  BILLS  CENTRAL  BANK  ORDERS  MANDATORY  PURCHASE  IN  EFFORT  TO  STABILISE  ECONOMY 


Nigerian  monetary  action  alarms  banks 


By  Wifiam  Walls  in  Lagos 


Nigeria’s  central  bank  has 
ordered  the  mandatory  pur- 
chase of  around  30bn  naira 
($333m)  of  treasury  bills  in 
an  attempt  to  curb  excess 
liquidity  in  the  money  mar- 
kets and  defend  the  value  of 
the  currency. 

The  “special"  treasury 
bills  are  not  eligible  for  dis- 
counting or  trading  until 
after  a minimum  period  of 
three  months  from  the  date 
of  purchase.  The  central 
bank  can  roll  them  over  for 
any  additional  period  and  at 
flexible  interest  rates  which 


started  at  176  per  cent 

An  announcement  pub- 
lished on  Tuesday  by  the 
central  bank  said  the  initia- 
tive was  designed  to  assist 
the  monetary  authorities  in 
“reducing  liquidity  in  the 
system  to  a level  consistent 
with  the  achievement  of 
macroeconomic  stability”. 

“The  recent  unprecedented 
surge  in  base  money  has 
seriously  exacerbated  the 
prevailing  liquidity  over- 
hang in  the  banking  sys- 
tem,” it  added. 

The  announcement,  which 
has  alarmed  the  banking  sec- 
tor, follows  a decision  last 


month  by  the  government  to 
shift  public  sector  money 
from  the  state  owned  bank 
to  the  commercial  sector. 
The  release  of  around  N70bn 
into  the  banks  has  contrib- 
uted to  a surge  in  foreign 
exchange  demand  at  the 
Autonomous  Foreign 
Exchange  Market 
The  fact  that  government 
has  made  no  budgetary  allo- 
cation to  the  AFEM  this  year 
to  account  for  the  additional 
public  sector  demand  has 
also  contributed  to  pressure 
on  the  naira  which  was 
devalued  last  month  by  <L2 
per  cent  although  bankers 


say  recent  confusion  over 
new  import  regulations  have 
also  played  a role. 

A finance  official 
described  the  measure  as 
“panicked”  but  said  it  was 
intended  to  ensure  that  for- 
eign exchange  demand. 
5171m  last  week,  would  be 
lower  this  week. 

“This  could  have  been 
disastrous  for  the  central 
bank,”  he  said.  Tbe  amounts 
debited  to  commercial  and 
merchant  banks  in  return 
for  the  bills  has  been  calcu- 
lated retrospectively  accord- 
ing to  each  bank's  first  quar- 
ter foreign  exchange 


applications,  and  not  - as 
has  been  occasionally  car- 
ried out  in  the  past  - on  the 
basis  of  deposit  liabilities. 

Commercial  bankers 
appeared  stunned  yesterday. 
“They  have  released  a 
regime  of  compulsory  bor- 
rowing from  the  banking 
system  to  make  up  for  the 
government's  fiscal  deficit,” 
said  Atedo  Peterside.  chief 
executive  of  Lagos-based 
Investment  banking  and 
Trust  Company  Limited. 

The  amount  borrowed 
from  the  banks  this  week 
comes  close  to  covering 
Nigeria’s  first  quarter  fiscal 


deficit  of  N38bn,  although 
the  interest  on  the  bills  will 
obviously  incur  further 
extra-budgetary  expenditure 
later  in  the  year. 

Foreign  reserves  in  the 
same  period  have  dropped 
from  $6.7bn  to  S4bn  at  the 
end  of  March  in  part  due  to 
spending  designed  to  shore 
up  the  drifting  naira.  React- 
ing to  the  compulsory  pur- 
chase orders,  inter-bank 
interest  rates  shot  up  yester- 
day from  16  per  cent  to  over 
30  per  cent  at  most  banks.  At 
the  Autonomous  Foreign 
Exchange  Market,  demand 
collapsed. 


IMF  SPRING  MEETINGS  POOR  COUNTRIES  ANXIOUS  ABOUT  NEW  CONDITIONS  FOR  LOANS 

World  Bank  sets  out  plans  for 
global  code  for  social  policy 

aegis  of  the  Organisation  for 


Abu  Dhabi  asks 
banks  to  set  up 
in  free  trade  zone 


By  Robert  Cftote  in  Washington 


Proposals  for  an 
international  code  of  con- 
duct for  social  policy  will  be 
discussed  by  finance  and 
development  ministers  In 
Washington  next  week,  amid 
fears  among  developing 
countries  that  it  will  be  used 
to  impose  further  conditions 
on  than  when  they  borrow 
from  international  financial 
institutions. 

The  World  Bank  has  pre- 
pared a draft  set  of  “princi- 
ples of  good  practice  social 
policy”,  which  draws  on  its 
own  experience  of  social 
development  as  well  as 

action  plans  and  declara- 
tions drawn  up  by  other  bod- 
ies. In  particular,  it  incorpo- 
rates conclusions  from  the 
declaration  of  the  World 
Summit  for  Social  Develop- 
ment held  in  Copenhagen  in 
1995. 

The  principles  document 
will  be  discussed  by  the  min- 
isterial “development  com- 
mittee” next  Wednesday. 
Developing  countries  are 
concerned  that  the  burden  of 
observing  the  principles  will 
fall  unduly  on  them,  because 
the  bank  has  no  levers  with 
which  to  demand  changes  in 
policy  from  industrial  coun- 
tries that  do  not  borrow 
from  it 

However.  Gordon  Brown, 
the  UK  chancellor,  argued 
yesterday  that  surveillance 


of  all  international  codes  of 
conduct  - including  the 
social  code  - should  be 
brought  within  the  remit  of 
the  IMF’s  regular  “Article  4" 
consultations,  which  are 
held  with  all  its  182  member 
nations.  To  do  this,  the  Fund 
would  be  required  to  draw 
on  the  expertise  of  other 
international  organisations. 

Officials  said  that  drafting 
the  reference  to  the  social 
code  in  the  development 
committee  communique  was 
likely  to  prove  controversial, 
especially  any  reference  to 
how  the  bank  and  fund 
should  apply  the  principles 
in  their  own  relations  with 
borrowing  nations. 

“General  principles  for 
social  policy  should  have  as 
their  goal  tee  promotion  of 
social  development  of  all  the 
world's  peoples  - to  Increase 
their  capacity  to  improve 
their  lives  and  influence  the 
decisions  which  affect 
them.”  the  document  argues. 
It  identifies  four  general 
principles: 

• Achieving  universal  and 
equitable  access  to  basic 
social  services,  including 
access  to  basic  education 
and  heath  care,  reproductive 
health,  sanitation  and  safe 
drinking  water.  The  docu- 
ment notes  that  many  devel- 
opment countries  are  far 
from  these  goals,  hence  the 
international  development 
targets  drawn  up  under  the 


Economic  Co-operation  and 
Development. 

The  document  also  makes 
clear  that  there  are  special 
risks  of  cuts  in  social  ser- 
vices during  and  in  the  wake 
of  financial  crises  like  those 
that  have  swept  emerging 
market  economies  over  the 
past  two  years.  “Explicit 
efforts  need  to  be  made  to 
protect  pre-crisis  levels  of 
basic  social  services”,  an 
argument  with  implications 
for  IMF  and  bank  pro- 
grammes put  in  place  in  cri- 
sis situations. 

• Enabling  all  men  and 
women  to  attain  secure  and 
sustainable  livelihoods,  and 
decent  working  conditions. 
Objectives  include  full 
employment  and  the  protec- 
tion of  core  labour  stan- 
dards. including  the  elimina- 
tion of  forced  labour, 
harmful  child  labour  and 
discrimination.  There  should 
also  be  support  for  freedom 
of  association  and  tbe  right 
to  collective  bargaining. 

The  bank  argues  that  in 
pursuing  these  goals,  it 
should  be  remembered  that 
many  people  in  developing 
countries  work  outside  the 
formal  economy.  Then  the 
pattern  of  growth  and  direct 
public  sector  help  is  more 
important  than  formal 
labour  laws.  Labour  rules 
should  not  be  designed  so 
that  the  increase  in  equality 


would  destroy  jobs. 

“In  crisis  situations,  spe- 
cific attention  should  be 
given  to  minimising  job 
losses  and  avoiding  any 
worsening  of  agreed  core 
labour  standards,”  the  docu- 
ment argues.  “During  corpo- 
rate restructuring,  explicit 
efforts  should  also  be  made 
to  ensure  that  employment 
effects  are  taken  into 
account  - and  attention 
given  to  the  needs  of 
medium  and  small  scale 
businesses.” 

• Promoting  systems  of 
social  protection,  to  safe- 
guard people  from  adverse 
economic  shocks.  Cost  effec- 
tive social  safety  nets  are 
important  to  support  vulner- 
able groups  in  normal  times 
and  to  meet  additional  needs 
during  crises.  Policies  should 
be  sensitive  to  the  role  of 
informal  support  mecha- 
nisms, working  through  fam- 
ilies and  local  communities. 

• Fostering  social  inclu- 
sion. which  means  promo- 
ting safe  societies,  respect 
for  diversity,  tolerance  and 
human  rights  and  enhancing 
the  participation  of  the  poor, 
vulnerable  and  disadvan- 
taged in  economies  and  soci- 
eties. The  bank  notes  that 
these  objectives  are  difficult 
to  achieve  in  all  countries 
and  that  in  crisis  situations 
“priority  should  be  given  to 
promoting  equity  and  social 
cohesion”. 


By  George  Graham, 

Banking  Editor  in  London 

Abu  Dhabi  has  written  to  50 
of  the  world’s  leading  inter- 
national banks  to  invite 
them  to  apply  for  licences  in 
its  new  free  trade  zone  on 
Saadlyat  Island. 

This  is  the  first  time  since 
1982  that  banking  licences 
have  been  made  available  to 
international  banks  in  the 
United  Arab  Emirates. 

Only  10  banks  from  the 
Organisation  for  Economic 
Co-operation  and  Develop- 
ment countries  are  repre- 
sented in  the  UAE.  Invita- 
tions have  been  sent  to 
leading  institutions  without 
a local  presence,  including 
Bank  of  America  in  the  US 
and  National  Westminster 
Bank  in  the  UK,  while  some 
of  those  already  established 
may  also  consider  a move  to 
the  offshore  centre. 

The  Abu  Dhabi  Free  Zone 
Authority  yesterday  issued 
new  banking  regulations 
governing  the  Saadiyat  zone, 
which  it  hopes  to  establish 
as  an  offshore  financial  cen- 
tre with  a stock  exchange, 
and  futures  exchange  and  a 
commodities  exchange. 

The  authority,  chaired  by 
Sheikh  Hazaa  bin  Zayed  al 
Nahyan.  a son  of  the  ruler  of 
Abu  Dhabi,  has  been  given 
sole  regulatory  authority 


over  the  financial  centre  by 
the  UAE  government  It  has 
shortlisted  three  firms  of 
headbunters  to  help  it 
recruit  financial  supervisors. 

“They  definitely  want  to 
attract  the  leading  interna- 
tional banks.  They  don't 
want  to  find  they  have  inad- 
vertently attracted  the 
wrong  people,”  said  an  offi- 
cial familiar  with  the  proj- 
ect. 

The  regulations  are  largely 
modelled  on  British  and  US 
banking  rules,  and  seek  to 
comply  with  the  core  princi- 
ples laid  down  by  the  Basle 
Committee  of  banking  super- 
visors. 

Banks  will  be  able  to 
secure  long  term  leases  on 
properties  on  Saadlyat  and, 
unusually  for  the  region, 
will  not  have  any  local 
employment  restrictions 
placed  on  them.  They  will  be 
able  to  take  wholesale  depos- 
its from  UAE  nationals,  and 
make  local  corporate 
loans. 

The  Saadiyat  project  is 
being  driven  by  Emirates 
Global  Capital  Corporation, 
which  is  expected  to  raise 
£L3bn  of  capital.  Half  will 
come  from  large  UAE  insti- 
tutions. with  a 5G00m  initial 
public  offering  to  local  inves- 
tors and  a Slbn  issue  of 
global  depository  receipts  to 
international  investors. 


f {NEWS  DIGEST  . 

IRANIAN  POLITICS  

Conservatives  seek  to 
oust  liberal  minister 

A group  of  conservative  Iranian  deputies  called  yesterday 
for  the  impeachment  of  Iran’s  moderate  culture  minister,  in 
the  latest  assault  on  President  Mohammad  Khatami's 
reforms.  j 

The  31  d ^uties  presented  a petition  to  the  270-seat 
parliament  summoning  culture  and  Islamic  guidance  min- 
ister Ataoilah  Mohajerani  to  be  grilled  on  his  moderate  pol- 
icies, iran’s'offkaai  news  agency  Ima  reported. 

Mr  Mohajerani,  a liberal  thinker  and  close  Khatami  ally, 
will  have  to  appear  within  10  days  in  the  conservative- 
dominated  [parliament  to  answer  deputies'  questions.  The 
process  could  lead  to  his  removal  through  a vote  of  no 
confidence. 

The  petition  accused  Mr  Mohajerani  of  failing  to  uphold 
Islamic  and  revolutionary  values  by  following  a liberal  pol- 
icy towards  the  press,  book  publishing  and  the  arts.  It  also 
suggested  he  might  have  embezzled  public  funds. 

Mr  Mohajerani  has  borne  the  brunt  of  the  conservatives’ 
attacks  sihce  the  parliament  ousted  the  ifoeral  former  inte- 
rior minister  Abdollah  Nouri  in  June.  Reuters,  Tehran 


ALGERIA 


Britain  criticises  election 

Britain  has  joined  the  US  and  France  in  criticising  the  con- 
duct  of  last  week’s  presidential  elections  in  Algeria.  Derek  r-‘ 
Fatchett,  minister  at  the  foreign  office,  said:  “Sadly,  It 
appears  that  the  elections  have  taken  forward  neither  the 
reality  nor  the  image  of  democracy  In  Algeria."  Algeria's 
constitutional  councH  formally  declared  Abdeiaziz  Boute- 
flfka,  the  former  foreign  minister  who  was  the  regime's 
candidate,  as  the  winner  of  last  week’s  election.  The  poll 
was  tarnished  by  allegations  of  fraud  and  the  withdrawal 
of  Mr  Bouteflika’s  six  rivals. 

Mr  Fatchett  said  Britain  was  consulting  European  Union 
partners  on  the  implications  of  the  results.  Last  week, 

France  said  it  was  preoccupied  by  the  situation  in  Algeria 
and  the  US  expressed  disappointment  In  Algiers,  the  for- 
eign ministiy  reacted  to  Mr  Fatcheffs  statement  with 
“indignation"  and  rejected  “this  dear  interference  in  our 
internal  affairs."  Route  Khalaf,  London  # 


BANKING  SUPERVISION 


Credit  risk  models  rejected 

International  banking  supervisors  warned  yesterday  teat 
they  were  not  yet  ready  to  allow  the  use  of  advanced 
credit  risk  modelling  techniques  for  calculating  how  much 
capital  banks  need  to  hold. 

The  Basle  committee,  which  groups  banking  supervisors  j-  1 ) 

from  the  major  industrialised  nations,  issued  a report  ana-  ‘ I 
lysing  current  issues  In  credit  risk  modelling,  which  allows 
banka  to  quantify  and  aggregate  the  credit  risk  of  a portfo- 
lio of  loans  spanning  geographical  and  business  lines. 

William  McDonough,  Basle  committee  chairman  and 
president  of  the  New  York  Federal  Reserve,  said  credit  risk 
modelling  would  play  a critical  role  in  risk  management 
and  could  eventually  have  a role  in  calculating  capital  ade-  J 
quacy  requirements.  A 

But  the  report  warned  credit  risk  models  still  had  a num- 
ber of  hurdles  to  clear  before  regulators  accepted  them. 

• Credit  Risk  Modelling:  Current  Practices  and  Appltca- 
hons.  www.bls.org.  George  Graham,  London 


6 


FINANCIAL.  TIMES  - THURSDA V APRH.22'1  "7"  - . 


ASIA-PACIFIC 


By  Our  International  Staff 


East  Timorese  supporters 
and  opponents  of  Indonesian 
rule  signed  a ceasefire  agree- 
ment in  Dili,  the  East  Timor 
capital,  yesterday,  super- 
vised by  the  Indonesian 


army. 

Scores  of  people  have 
died  in  recent  months  in 
mounting  violence  after  Jak- 
arta appeared  to  end  23 
years  of  opposition  to  inde- 
pendence in  January  and 
said  it  might  give  the  former 
Portuguese  colony  indepen- 
dence if  It  rejected  an 


offer  of  enhanced  autonomy. 
. However,  many  people  in 
East  Timor  fear  that  yester- 
day's deal  will  have  little 
effect  because  the  army  is 
the  driving  force  behind  the 
violence  of  the  pro-Jakarta 

militias. 

The  army  is  reacting  to 
intense  foreign  diplomatic 
pressure  triggered  by  the 
murder  of  at  least  20  civil- 
ians by  Timorese  militiamen 
on  Saturday.  General  Wir- 
anto,  the  armed  forces  com- 
mander, flew  to  Dili  to  wit- 
ness the  agreement. 

It  calls  on  all  parties  to 


cease  acts  of  violence,  to 
respect  the  peacemaking 
efforts  of  the  United  Nations 
and  the  local  Catholic 
church,  and  to  set  up  a peace 
and  stability  commission 
with  two  representatives 
from  each  side.  But  it  does 
not  commit  the  militiamen 
to  hand  over  their  guns, 
most  of  which  are  home- 
made muskets. 

The  agreement  could  be 
the  basis  for  reconciliation, 
Timorese  on  both  sides  say, 
but  it  could  easily  be  broken. 

It  does  not  change  the  fact 
only  a minority  of  East 


Timorese  want  Indonesian 
rule  to  continue,  and  this 
minority  is  likely  to  lose  a 
UN-sponsored  referendum 
on  independence  planned  for 
July.  The  aim  of  the  militias 
appears  to  be  to  block  or 
subvert  the  vote. 

Few  people  in  Dili  are 
ready  to  believe  General 
WiraiUo's  pledge  that  from 
now  on,  the  security  forces 
will  uphold  the  law  impar 
daily.  There  is  clear  evi- 
dence the  army  is  in  tacit 
alliance  with  the  militias. 

Until  the  outcry  over  Sat- 
urday's massacre,  militia 


members  were  allowed  to 
move  around  freely,  break- 
ing the  law  by  carrying  ille- 
gal weapons. 

" Bishop  Carlos  Belo.  the 
seniur  Catholic  figure  in 
East  Timor,  hosted  the  sign- 
ing but  refused  to  put  his 
name  to  it  because  he  had 
not  been  consulted. 

Jose  Xanana  Gusnxao,  the 
leader  of  the  East  Timorese 
independence  movement, 
signed  a copy  in  his  Jakarta 
prison.  But  only  two  of  his 
more  influential  followers 
were  at  Bishop  Belo's  house 
yesterday.  The  rest  have 
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The  reluctant 


Sonia  Gandhi:  so  much  asked  of  one  so  little  known 


joins  with  the 
hopeful  to  do 


the  impossible 


Mark  Nicholson  profiles  Sonia  Gandhi 
and  weighs  the  political  intrigues  involved 
in  her  attempts  to  form  a government 


By  next  week  the  govern- 
ment of  the  world’s  big- 
gest democracy  could 
well  be  headed  by  a publici- 
ty-shy, intensely  private  and 
once  apolitical  52-year-old 
woman. 

Though  she  is  Italian-born, 
her  face  is  among  the  most 
instantly  recognisable  in 
India  and  her  family  name 

has  dominated  Indian  poli- 
tics for  more  than  two  gener- 
ations. But  beyond  the  close 
circle  of  friends,  few  know 
much  about  Sonia  Gandhi. 

Mrs  Gandhi,  president  of 
the  Congress  party,  has 
never  stood  for  ejection,  has 
been  In  active  politics  for 
just  over  a year  but  has  not 
given  a press  conference  or 
Interview,  and  is  said  by 
friends  not  to  want  to  be 
prime  minister  if  Congress 
can  form  a new  government 
in  the  next  few  days. 

But  she  is  a Gandhi, 
widow  of  Rajiv  Gandhi,  the 
Congress  leader  assassinated 
in  1991  and  thus  the  inheri- 
tor of  the  Nehru-Gandhi 
political  dynasty  which  has 
dominated  Indian  political 
life  for  much  of  its  51  inde- 
pendent years.  And  that 
alone,  in  the  eyes  of  most 
Congress  politicians,  quali- 
fies Mrs  Gandhi  for  India's 
highest  political  office. 
Whether  Mrs  Gandhi  wants 
the  job  or  not.  she  may  find 
it  hard  to  resist  given  pres- 
sures within  the  party. 

The  question  then  would 
be  whether  Mrs  Gandhi  is 
qualified  to  run  India’s  gov- 
ernment; and  whether  the 
instinctively  cautious  Mrs 
Gandhi  might  be  taking  the 
biggest  risk  of  her  life. 

For  some  political  oppo- 
nents, particularly  within 
the  nationalist  Bharatiya 


Janata  party,  Mrs  Gandhi's 
Italian  origins  alone  should 
disqualify  her  from  the 
office.  A gang  of  BJP  sup- 
porters were  chanting  "Go 
back  to  Italy”  yesterday  out- 
side parliament  - a taste 
perhaps  of  things  to  come. 

Others  ask  whether  Mrs 
Gandhi  has  the  experience 
or  political  savvy  to  run  a 
government,  particularly  the 
kind  of  precarious  minority 
administration  Congress 
may  be  about  to  create. 

Though  Mrs  Gandhi  was 
the  party’s  tireless  “star 
campaigner”  in  the  election 
last  year,  and  is  seen  as  hav- 
ing saved  the  party  from 
political  oblivion  by  agreeing 
to  abandon  years  of  widow's 
seclusion  to  head  it.  her  pub- 
lic profile  remains  limited. 
“She  hag  still  not  graduated 
from  the  amateurish  spell  of 
reading  out  speeches  in  pub- 
lic functions.”  wrote  the 
commentator  Saeed  Naqvi  in 
the  Indian  Express. 

But  those  close  to  Mrs 
Gandhi  suggest  she  should 
not  be  under-estimated.  She 
may,  until  last  year,  have 
spent  most  of  the  30  years 
she  has  lived  in  India  devot- 
ing herself  privately  to  her 
family,  her  daughter  Pri- 
yanka  and  son  Rahul,  and  to 
the  charitable  foundation 
she  founded  on  her  hus- 
band's death,  but  sbe  is  not 
necessarily  a political 
ingenue.  Friends  say  she 
learnt  a great  deal  at  the 
knee  of  Indira  Gandhi,  her 
mother-in-law,  with  whom 
she  was  very  close. 

While  Rajiv  was  an 
BAP,  Sonia  worked  diligently 
in  his  constituency  of  Ame- 
thi,  spending  a great  deal  of 
time  working  on 
welfare  and  social  projects. 


Gitic 

debts 


higher 

than 


thought 


By  Louisa  Lucas  and  Ratal 
Jacob  In  Hong  Kong 


9 Bom  52  yeas  ago  into  a midtfe-ciass  family  in  Orbassamo  near  Turin,  Italy 

• Met  Rajhi  Gandhi  at  Cambridge  while  a languages  student  Married  In  1968 

• Close  to  mother-in-law  Indira  Gandhi  - cradled  the  dying  veteran  politician  in  her  arms  when  she  was 
assassinated  In  1984 

• Counselled  gainst  Rajiv  entering  politics  after  his  mother’s  death,  but  matured  his  consStuency  Amethi. 
Uttar  Pradesh 

9 After  RajVs  assassination  in  1991,  set  up  Rajiv  Gandhi  Foundation,  one  of  Inrfia's  biggest  charities 

• Formally  entered  politics  in  March  last  year  when  she  became  president  of  a fragmented  Congress  paly. 
Has  never  held  political  office 


Since  taking  the  helm  of 
Congress,  she  is  seen  as  hav- 
ing restored  some  discipline 
to  a party  which  last  year 
appeared  set  to  self-destruct 
Sbe  can  claim  some  credit 
for  something  of  a Congress 
revival,  helping  the  party 
win  three  state  elections  last 
November.  But  so  far,  most 
of  her  achievements  have 
been  within  the  party.  And 
while  she  may  hold  much  of 
Congress  in  thrall,  her  wider 
political  appeal  is  untested. 

Little  is  known  of  her 
political  views.  Most  of  her 
campaign  speeches  in  the 
last  elections  amounted  to 
affirmations  of  Congress's 
dedication  to  “secularism" 
and  “pro-poor”  policies, 
along  with  invocations  of  the 
Gandhi  tradition.  Some  of 
those  dose  to  her  describe 
her  as  a “European  social 
democrat”.  But  sbe  has  yet 
to  make  any  visible  imprint 
on  Congress  policy. 

Her  views  are  the  harder 


to  discern  given  her  predilec- 
tion for  privacy  and  caution. 
Access  to  “Madam”,  as  she  is 
respectfully  known  within 
Congress,  is  tigbtly  con- 
trolled by  close  minders.  She 
takes  counsel  widely  within 
the  party,  but  tends  to  keep 
her’s.  relying  on  three  or 
four  confidantes. 

“None  can  pose  as  her 
closest  adviser,"  says  a 
friend.  “She  keeps  her  own 
counsel  She  wants  a bunch 
of  inputs  from  people,  but  in 
the  end  she  deddes  on  her 


own.” 

Whether  she  has  any  per- 
sonal political  ambition  is 
also  unclear.  There  are  those 
who  believe  she  is  “keeping 
the  seat  warm"  for  Priyanka, 
her  28-year-old  daughter, 
who  showed  a dear  taste  for 
the  hustings  during  the  elec- 
tion last  year. 

Whatever  her  ambitions 
might  be.  there  are  signifi- 
cant risks  in  becoming  prime 
minister.  Though  she  is  Con- 


gress's most  popular  leader, 
she  does  have  ambitious  ene- 
mies within  the  party.  Some 
non-Congress  politicians 
even  believe  she  is  being 
pushed  to  head  an  unwieldy 
minority  government  she 
will  fail  to  manage,  and  with 
its  inevitable  fall  will  come 
her’s.  “There  is  an  attempt 
to  make  her  prune  minister 
at  the  most  difficult  possible 
time  in  the  most  awkward 
possible  government.”  says 
one  Janata  Dal  party  MP. 

And  there  is  also  the  ques- 
tion of  personal  risk.  Mrs 
Gandhi  was  near  Indira 
Gandhi  when  she  was 
machine-gunned  by  her  Sikh 
bodyguards,  and  cradled  her 
dying  mother-in-law  in  her 
arms.  She  advised  Rajiv  not 
to  enter  politics  at  that  time, 
when  the  party  inevitably 
turned  to  the  next  Gandhi 
for  leadership.  He  was  assas- 
sinated six  years  later.  No 
one  knows  better  the  risks  of 
being  a Gandhi. 


BLUE  CHIP  COUNTRY, 


Taiwan’s  industrial 


output  rises  strongly 


By  Mwe  Dickie  in  Taipei 


Taiwan’s  industrial  output 
last  month  rose  an  unexpect- 
edly strong  7.89  per  cent 
compared  with  March  1998. 
lifting  year-on-year  growth 
for  the  first  quarter  to  5.42 
per  cent.  These  figures  sug- 
gest the  island  benefited 
from  swift  economic  expan- 
sion in  the  first  three 
months  of  the  year. 

The  economics  ministry 
said  output  in  the  troubled 
property  and  construction 
sector  had  jumped  53.15  per 
cent  in  March  compared 
with  the  same  month  in 
1998.  The  information  tech- 
nology and  electronics 
industries  also  showed 
strong  growth. 

The  upturn  followed  the 
announcement  of  preferen- 
tial loans  to  support  the 
property  market,  which  is 
suffering  from  severe  over- 


supply. while  the  electronics 
industry  has  been  benefiting 
from  a rise  in  overseas 
orders  and  relative  stability 
in  computer  chip  prices. 

Wednesday’s  figures  were 
the  latest  positive  signal  to 
cause  analysts  and  officials 
to  revise  their  economic 
growth  predictions  for  1999 
upward.  The  economy  grew 
4.8  per  cent  last  year,  fast  by 
regional  standards  but 
Taiwan’s  slowest  in  16  years. 

“The  strong  industrial  pro- 
duction numbers  are  actu- 
ally telling  us  that  economic 
growth  must  be  much  stron- 
ger than  the  3.7  per  cent 
reported  in  the  last  quarter 
of  1998,"  said  Franklin  Poon, 
economist  at  ABN  Amro 
Asia  in  Hong  Kong. 

Chang  Yao-tsung,  econom- 
ics ministry  statistician,  said 
industrial  output  was  expec- 
ted to  improve  “quarter  by 
quarter". 


Guangdong  International 
Trust  & Investment  Corp 
(Gitic)  is  expected  to  reveal 
debts  higher  than  the 
US$4JJ7bn  declared  in  Janu- 
ary when  officials  of  the  col- 
lapsed investment  agency 
meet  creditors  today. 

The  liquidation  of  Gitic  in 
October  rattled  the  interna- 
tional banking  community, 
and  prompted  many  frankg 
to  cut  back  their  lending  in 
China.  Previously,  loans  to 

grwpm  munt-harkpd  agencies 

- especially  those  backed  by 
China's  wealthiest  province. 
Guangdong  - were  assumed 
to  be  wholly  guaranteed  by 
the  provincial  government 
Bankers  received  the  first 
warning  bell  that  this  was 
not  the  case  in  January,  i 
when  Gitic  said  It  would  file 
for  bankruptcy,  signalling 
that  some  debts  may  not  be 
repaid.  Ranks  responded  by 
polling  in  loans  to  other 
mainland  entities,  and  the 
ensuing  credit  crunch  exac- 
erbated cashflow  problems 
at  Chinese  entities. 

Today  creditors  are  brac- 
ing themselves  for  fresh  dis- 
appointments. As  more 
riaims  flow  in,  the  total  debt 
pile  is  expected  to  swell  and 
several  Hong  Kong  based 
hanks  have  already  signalled 
their  expectations  by  mak- 
ing 100  per  cent  provisions 
against  their  Gitic  exposure. 

“We  don’t  anticipate  any 
good  news;  obviously  the 
banks  will  incur  substantial 
losses.  The  conclusion  is 
inevitable.”  said  one  banker 
with  loans  outstanding. 
“What  remains  to  be  seen  is 
if  there  are  any  preferred 
creditors." 

Originally  it  was  hoped 
that  foreign  creditors  would 
be  made  a priority,  but  sub- 
sequent statements  by  offi- 
cials appear  to  rule  that  out 
However,  some  bankers  are 
still  hopeful  a last-minute 
reprieve  may  be  engineered 
by  the  Guangdong  govern- 
ment as  Beijing  seeks  to 
stem  the  drying  up  of  credit. 

One  banker  said  that  gov- 
ernment closed-door  meet- 
ings over  the  past  month 
had  sought  to  come  up  with 
a restructuring  proposal. 
“Obviously  there’s  been  a 
huge  amount  of  pressure 
from  international  banks  on 
the  authorities.”  he  said. 
'Today’s  meeting  will  be  the 
first  indication  we  have  as  to 
whether  or  not  there  is  any 
willingness  to  do  anything 
other  than  liquidate." 

However,  other  bankers 
rate  the  chances  of  a 
restructuring  as  slim  “Our 
understanding  is  that  this 
case  has  been  put  to  the 
court  for  liquidation,  so  the 
chances  are  not  very  high." 
said  another  creditor.  “We 
see  it  as  a fail  accompli;  we 
have  made  provisions,”  he 
said.  Hong  Kong  banks, 
including  Bank  of  East  Asia, 
made  100  per  cent  provisions 
on  China  not  getting  much 
credit  The  flow  of  foreign 
investment  had  clearly 
slowed  and  that  would  con- 
tinue. he  said. 


E Timor  ceasefire  signed  in  wake  of  massacre 


NEWS  DIGEST 


ebagile  economy 
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gone  into  hiding. 

“This  is  just  a ceremony. 
We've  had  a lot  of  these.  The 
proof  will  come  later,"  said 
Manuel  Carrascalao,  whose 
son  was  killed  on  Saturday. 
• Jakarta  yesterday  passed 
a bill  giving  more  autonomy 
to  its  provinces  in  an  effort 
to  ease  growing  regional  ten- 
sions. The  biD,  applying  to 
all  27  provinces  except  East 
Timor  which  has  a separate 
agreement,  gives  wide-rang- 
ing authority  to  regional 
governments. 


Japanese  trade  surplus 
soars  as  imports  fall  t 
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Japan  yesterday  annotawed  its  second-larg^-trade  , . 
surplus  for  the  fiscal  year  ending  this  March  . uplS/L-per 

cent  on  the  same  penod  a year  before  at 

(Sllfibn).  The  trade  surplus  with  the  US  rose  23^  pec.  cent 
to  Y6,69Gbn,  the  fifth  largest  surplus  ever,  the 

Finance  said.  . - . V' 

The  trade  figures  underscore  toe  fragility  of  Japarvfr  ■ . 
economy  m toe  face  of  a cheery  and  robust  outipoKfothe 
US.Tfha  surplus  also  comes  at  a politically  deScata;  - 7--.  ? 
moment  in  U&iJapan  trade  talks  iri  Washington,  arid  just 
before  Keizo  Obuchl.  the  prime  minister,  is  due  to.vfeftfoe 

US  this  month.  - v.  V 

“As  long  as  foe  US  is  healthy,  trade  frictions  with  Japan 
wifl  probably  not  become  a significant  international  rela--;- 
tions  ssue,  but  rather  will  remain  sector-specific  with  a 
focus  on  flat  glass,  steel  and  insurance,  for  exampte,”  said 
Richard  Jerram,  chief  economist  alt  JNG  Baring  Securities^ 

In  the  12  month  period  to  the  end  of  March  overall . . 

imports  by  Japan  fall  11.5  per  cent  from  the  same  period 
in  1997-98.  outpacing  exports  which  fell  3.8  per  cent-  - 
Exports  to  the  US  efimbed  4.2  per  cent  to  Y15.159bn,  - 

while  imports  feB  72.  per  cent  to  Y8,472bn  in  the  same  . 
period.  The  trade  surplus  with  the  European  Union  curnbed 
42.5  per  cent  to  Y4.265bn  and  the  trade  surplus  with  Asia 
fell  36  per  cent  to  Y3,804bn.  ' 

In  March,  Japan's  overall  trade  siaplus  rose  7.5  per 
cert,  compared  with  the  same  month  a year  earlier,  to 
Y1,334ba  Japan’s  trade  surplus  with  the  US  rose  29.1  per 
cent  to  Y570bn  In  March,  according  to  Ministry  of  Fwanca 
The  trade  surplus  with  Europe  for  the  month  fell  &3  per  -. 
cent  to  Y332bn. 

Exports  of  Japanese  care  fell  3.6  per  cent  in  March  to  . 
Y633bn,  while  imports  plunged  21.9  per  cent  to  Y59bn.  - - 
Alexandra  Nusbaum,  Tokyo 
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EXTORTION  CASE 


Racketeer  gets  jail  sentence 


A Japanese  racketeer  was  yesterday  fined  millions  of  dol- 
lars and  sentenced  to  nine  months  In  jail  for  extortion  • 
involving  the  country’s  top  securities  companies  and  a 
leading  bank. 

Ryuichi  Koike  was  convicted  of  accepting  illegal  loans 
and  payoffs  worth  Y12.4bn  ($104m)  from  Japan’s  Big  Four 
securities  groups  and  Dal-lchi  Kangyo  Bank  (DKB)  in  a 
scandal  that  shocked  Japan  when  it  broke  in  1997.  . . 

Mr  Koike  was  fined  Y690m  ($5.8m)  the  amount  he 
received  in  pay-offs  from  Nomura  Securities,  Daiwa  Secu- 
rities, Nfkko  Securities  and  the  now-defunct  Yamal  chi 
Securities  between  1994  and  1995. 

He  had  also  received  loans  worth  Y11.7bn  from  a!  DKB  . 
subsidiary  between  1994  and  1996.  Mr  Koike  admitted  ' 
taking  the  pay-offs  in  exchange  for  not  disrupting  the 
companies'  annual  shareholder  meetings,  a practice 
known  as  s okaiya. 

The  scandal  led  to  indictments  of  31  executives,  25  of 
whom  have  since  been  convicted.  Reuters,  Tokyo 


BANKING  CRISIS 


Jakarta  acts  on  bonds 


Indonesia  yesterday  took  a further  faltering  step  towards 
recapitalising  its  banks  by  revealing  further  details  of  the 
government  bonds  it  will  issue  to  support  the  process.  But 
its  central  bank  said  the  government  had  yet  to  resolve  toe 
sensitive  question  of  toe  interest  rate  on  the  10-year  fixed- 
rate  tranche,  end  gave  no  Indication  of  when  toe  bonds 
would  be  issued.  The  government  has  estimated  the  totd 
cost  of  the  bank  rescue  at  Rp300,000bn  (S34.3bn),  but 
analysts  believe  it  could  be  more  than  twice  that  figure. 

Miranda  GoeKom,  managing  director  of  Bank  Indonesia, 
said  toe  package  would  include  variable  rate  bonds  with  . 
an  interest  rate  linked  to  the  three-month  central  bank  bin 
rate,  currently  around  35  per  cent  The  variable-rate  bonds' 
would  be  used  to  bring  the  capital  of  affected  banks  back 
to  zero,  white  the  fixed-rate  issue  would  add  new  capital 
to  bring  risk-weighted  ratios  to  a target  figure  of  4 per 
cent  S.  K.  Zainudcfin,  Jakarta 


SOUTH  KOREAN  ECONOMY 


Shares  fall  on  unrest 


Seoul's  share  index  yesterday  fell  by  nearly  3.7  per  cent  as 
foreign  investor  concerns  grew  over  spreading  labour 
unrest  in  South  Korea.  Shipyard  workers  at  Daewoo  Heavy 
industry  and  state  technology  researchers  joined  Seoul 
underground  transport  workers  to  protest  against  threat- 
ened job  cuts  resulting  from  corporate  restructuring  in  the 
private  and  state  sectors.  Some  6,000  Daewoo  workers 
went  on  a full  strike  to  protest  against  plans  by  the  parent 
Daewoo  group  to  sell  toe  shipyard  to  Japanese  rivals  as 
part  of  restructuring  plans. 

South  Korean  unemployment  Is  approaching  9 per  cent, 
but  tire  labour  minister  says  it  is  expected  to  fall  soon. 
John  Burton,  Seoul 


LIVING  STANDARDS 


Fewer  Chinese  in  poverty 


The  number  of  Chinese  living  below  toe  poverty  line  fell  to 
42m  last  year  from  250m  in  1978.  China  was  home  to  one 
quarter  of  toe  world’s  poor  in  the  late  1970s,  when  the 
Chinese  economy  began  its  transition  from  central  plan- 
ning towards  freer  markets.  Today,  one  tenth  of  toe 
world’s  poor  are  Chinese,  toe  official  Xinhua  news  agency 
reported  yesterday. 

Beijing  has  invested  RmbllObn  ($13.2bn)  between  1986 
and  1998  in  industrial  projects  to  raise  the  income  of  the 
poor,  and  individuals  have  started  to  donate  more  and 
more  in  cash  and  goods  to  poverty  relief.  The  official  news 
agency  estimated  that  public  donations  amounted  to 

Rmb3bn  each  yea*. 

The  poverty  line  last  year  for  rural  Chinese  was  income 
or  equivalent  income  of  Rmb640  a year,  and  Rmb2,000- 
2.300  for  urban  residents.  James  Harding,  Shanghai 


INSIDER  TRADING  MEN  ACCUSED  OF  TRYING  TO  BOOST  SHARE  PRICE  PRIOR  TO  MAKING  TAKEOVER  BID 


Hyundai  subsidiary  heads  face  charges 


By  John  Burton  in  Seoul 


There  are  no  personal,  corporate  or  withholding  taxes  In  Bahram. 
This  Is  just  one  of  the  many  incentives  that  helps  you  succeed 
when  you  invest  or  set  up  a business  in  this  island  nation.  That's 
why  It’s  known  as  the  Island  of  Opportunities. 
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To  find  out  mare,  contact  the  CEO,  Bahrain  Promotions  & Marketing 
Board.  P.O.  Bat  11299,  Manama,  Bahrain.  Or  fax  (+973  531117] 
orvisitourwebsteanwwwLbpnto.com 


BAHRAIN 
PROMOTIONS  & 
MARKETING  BOARD* 


South  Korea’s  financial 
watchdog  agency  yesterday 
recommended  that  the  heads 
of  two  Hyundai  subsidiaries 
be  charged  with  Insider 
stock  trading  as  government 
pressure  mounted  on  the 
nation’s  largest  conglomer- 
ate, or  chaebol. 

Government  officials  have 
criticised  Hyundai  for  its 
failure  to  cut  its  large  debts, 
which  amount  to  six  times 
equity,  and  stalled  negotia- 
tions over  its  takeover  of  LG 


Semi  con,  a leading  memory 
chip  producer,  under  a state- 
sponsored  merger. 

The  Financial  Supervisory 
Commission  (FSC)  alleged 
that  Kim  Hyung-byuk,  chair- 
man of  Hyundai  Merchant 
Marine,  and  Park  Se-yung, 
chairman  of  Hyundai  Heavy 
Industries,  engaged  in 
insider  trading  to  boost  the 
share  price  of  Hyundai  Elec- 
tronics as  it  prepared  to 
make  a bid  for  LG  Semi  con. 

The  charges  against  Mr 
Park  drew  particular  atten- 
tion since  he  is  also  head  of 


Hyundai's  restructuring  pro- 
gramme. A reform  plan 
offered  by  Hyundai  this 
week  disappointed  the  gov- 
ernment 

The  FSC  alleges  the  Hyun- 
dai subsidiaries  raised  Hyun- 
dai Electronics'  share  price 
so  that  state-appointed  medi- 
ators would  select  it  as  the 
strongest  candidate  in  the 
merger  with  LG  Semicon. 

State  prosecutors  said  they 
would  act  on  the  FSC's 
recommendations  in  the  first 
investigation  of  share  price 
manipulation  among  the  top 


chaebol  The  two  executives 
could  face  prison  terms  of  up 
to  10  years  and  fines  of 
nearly  $17,000  (£11,000)  if 
found  guilty. 

The  share  price  of  Hyun- 
dai Electronics  rose  from 
Woni4,800  in  May  to 
Won32,000  in  November  as 
the  two  Hyundai  affiliates 
spent  a total  of  Won2l3bn 
(£l08m)  for  the  shares, 
according  to  the  FSC. 

Hyundai  denied  it  had  any 
intentions  to  make  inside 
trades  since  It  has  retained 
the  shares  it  bought  and  has 


not  engaged  In  speculative 
trading. 

Analysts  said  the  probe 
might  be  a government 
attempt  to  force  Hyundai  to 
raise  its  price  for  LG  Semi- 
con.  which  has  stalled  the 
talks  to  reduce  overcapacity 
in  the  memory  chip  sector. 

But  if  the  charges  are  sub- 
stantiated, it  could  also  force 
the  government  to  reassess 
Its  selection  of  Hyundai  Elec- 
tronics as  proposed  owner  of 
the  merged  company,  which 
would  be  the  world's  largest 
producer  of  memory  chips. 


'jSlv 


5 1 ’ « ; : 5 * ' 


***** 


1,1  11  m 


-I’m. 

*#r$ 


(i 


) 85pV :: 

Debt  relief 





A lb. 


V" 

^ r'  . 


fi]air  cj 


'n*i  Mltiv.l 


..K, 


i ' V* 


5*.  ' ■*  ■ 

'r  • 


k. 


tv  ” - , 

: 

VV  V 


L ■ * 

Vi. 


' A 


’ 


W*—W THi  ■!? -JptflWn  \H-i 


UNCIAL  T.MES  THURSDAY 


APRIL-221999 


K-^V.  ' ,!A;^ 

nese  trade  s„ 

5asiO 


■■•’  "ft j>. 


ketesr  gels  jail 


sentence 


fcarta  acts  on  bands 


.•  . . ■:  •&■ 


...  ;c;-‘ 


..  % 
. V.  s'* 


: v.  -.  — •-  " 

if* 

Mires  fat;  on  unrest  ^ 


- i 

* f ~ 


hrfese  in  P®^: 


5 


; face 


**•*’“"  ’ 
x - .. 


BRITAIN 


1?~-E.9°|,?MY  strong  jump  in  average'earnings  growth  may  have  dashed  hopes  of  further  interest  rate  cuts 

Number  of  toeople  with  jobs  hits  peak 


By  Alan  Beattie 
aid  Richard  Adams 

™e‘abouf  market  continues 
!£^OW/,fw  s,gns  or  slow- 

down,  with  increased  growth 
mJ!fy  and  ris,ng  employ- 

SyCOrdiDB  t0  °»™ 

Official  statistics  showed  a 
sanall  increase  in  the  nura- 
ber  of  unemployed. 

But  that  was  overshad- 
owed by  a surprisingly 
strong  jump  in  average  earn- 
ings growth,  which  raised 
expectations  of  interest  rate 
increases  by  the  Bank  of 


England,  the  UK  central 
bank.  vt 

Annual  average  earnings 
growth  increased  to  5: per 
cent  in  February,  its  highest 
since  last  September. ‘-with 
the  headline  three-nidnth 
average  rising  to  4.6  per 
cent.  The  Bank  of  England 
believes  a rate  of  4.5  per  cent 
is  consistent  with  its  infla- 
tion target  of  2^  per  certt. 

The  Treasury  said  it  was 
concerned  by  signs-of  a 
return  to  above- Inflation  pay 
rises.  : 

“This  underlines-  the 
importance  of  continued 


responsible  behaviour  by  the 
public  and'  private  sector  to 
control  wage  claims,"  the 
department  said. 

There  were  also  sharp 
upward  -revisions  to  earlier 
estimates  of  pay  growth, 
reflecting  unexpectedly  big 
bonuses  in  the  private  sec- 
tor. according  to  the  Office 
for  National  Statistics.  The 
ONS  revised  up  the  headline 
growth  rate  for  the  three 
months  to  January  from  4.3 
per  cent  to  4J5  per  cent  . 

Dharshini  David.  UK  econ- 
omist at  HSBC  Investment 
bank,  said  the  earnings  fig- 


ures “may  stoke  Gears  over 
the  Inflationary  pressure  of 
the  demand  for  labour”. 

The  chances  of  another 
interest  rate  cut  in  May 
could  have  been  reduced, 
she  added. 

The  minutes  of  the  latest 
meeting  of  the  Bank  of 
England's  monetary  policy 
committee,  which  sets  inter- 
est rates,  showed  it  was  still 
concerned  about  the  labour 
market,  despite  a unanimous 
agreement  that  rates  should 
be  cut 

A private  survey  from  the 
Bank's  regional  offices 


revealed  some  employers  - 
especially  in  the  service  sec- 
tor-are “hoarding"  labour 
in  anticipation  of  an  eco- 
nomic upturn  this  year. 

Yesterday's  figures  also 
point  to  continued  tightness 
in  the  labour  market,  with 
an  80,000  increase  in  the 
number  of  people  with  jobs 
during  December  to  Febru- 
ary. 

This  means  there  are 
27.34m  in  work,  the  highest 
level  on  record.  The  percent- 
age of  the  working  age  popu- 
lation with  jobs  climbed  to 
74  per  cent 


Productivity  tears;  remain  as  Ford  plant  celebrates 


John  Griffiths  warns  that  the  pressures 
of  over-capacity  face  carmakers  in  spite  of 
planned  expansion  at  site  east  of  London 


The  4,500  workers  on 
Ford’s  assembly  lines  at 
Dagenham,  east  of  Lon- 
don, last  night  celebrated 
their  first  capacity  expan- 
sion for  two  decades.  But  the 
real  turning  point  for  Ford's 
68-year-old  plant  can  be 
traced  to  a crisis-torn  few 
months  almost  a decade  ago. 

It  came  with,  an  ultimatum 
from  Bill  Hayden.  Ford  of 
Europe’s  manufacturing 
director.  Production  of  the 
Mondeo’s  predecessor,  the 
medium-sized  Sierra,  would 
be  taken  away  from  Dagen- 
ham's poorly-performing 
workforce,  leaving  them 
with  just  one  model,  the 
smaller  Fiesta. 

And  if  they  could  not 
improve  quality  and  produc- 
tivity to  match  Ford's  conti- 
nental European  plants, 
then  the  Dagenham  assem- 
bly plant  would  be  shut 
Mr  Hayden  was  not  prone 
to  bluff.  By  his  estimates, 
Dagenham  was  at  least  30 
per  cent  less  efficient  than 
its  sister  plant  in  Cologne. 
Quality  at  Dagenham  and 
Ford's  Escort  plant  at  Hale- . 
wood,  near  Liverpool,  was  so 
poor  that  all  exports  of  UK- 
built  cars  bad  been  hanTwfl. 

Within  12  months  of  the 
ultimatum,  Dagenham 
started  moving  smartly 
down  the  road  that  would 
lead  to  yesterday's 
announcement  of  a capacity 
increase  to  450,000  vehicles  a 
year  - from  ^7^000  ■ and 
models  securing  the  plant’s  ■ 
future  Into  the  next  century. 

With  just  one  model  to 
build,  quality  Improved  to 
the  extent  that  ■ exports 
resumed  after  a few  months. 


A series  of  changes  in  work- 
ing practices  narrowed  the 
productivity  gap  with  conti- 
nental Europe. 

Ford  insists  a gap  remains. 
But  yesterday's  agreement 
on  new  working  practices  is 
designed  to  eliminate  it  - if, 
indeed,  it  exists.  According 
to  research  by  the  Econo- 
mist Intelligence  Unit,  by 
1997  Dagenham  bad  become 
the  most  prodtflrtive  of 
Ford's  plants  ffi* ‘Europe, 
with  output  of  62  vehicles 
per  man  per  year. ' 

On  that  basis,  Dagenham 
eclipsed  Ford's  next  best  per- 
forming plant,  ISaarluis  in 
Germany  andl;  was  well 
above  the  European  average. 
Nissan’s  Sunderland  plant  in 
north-east  England  may 
have  been  Europe’s  outright 
best  performers  with  98  cars 
per  man/year,-  but  Dagen- 
ham was  ahead  df  Volkswa- 
gen’s Wolfsburg  "plant  with 
39  cars  per  man/year  and 
Rover's  Longbridge  plant 
near  Birmingham  with  34. 

Yesterday's:  deal  secures 
Ford's  two  car  assembly 
plants  In  the  UK  for  the  next 
decade.  Ford’s  Hale  wood 
plant  is  being  transformed 
into  a Jaguar.  JacUrfcy.  It  will 
start  building  Jaguar's  new 
“baby"  car,  fbffOUOO,  from 
2002. 

A family  of  vehicles  to 
replace  the  Fiesta,  and  the 
new  small  car  to  be  built 
-alongside  itnadl  Dagenham, 
would  seU-'-diaas- 

trously  for  Bkgtoham  to  lace 
further  threat  - • 

Dagenham' has  been  con- 
firmed for  more  than  a year 
as  the  lead  manufacturing 
plant  for  the  next  fiesta  cars 

• - £ ?.'  1 ■ 


Rising  hopes:  Fiesta  models  being  loaded  at  Ford’s  Dagenham  plant  yesterday 


David  Ahmed 


and  vans,  and  is  expected  to 
turn  out  some  300,000  a year 
from  2001  onwards.  Total 
demand  is  expected  to  be 
well  over  500,000,  however, 
requiring  significant  addi- 
tional output  at  Cologne. 

As  for  the  new  small  car, 
code-named  B257,  Ford  is 
giving  no  details  except  to 
reject  speculation  that  it  will 
be  a small  multi-purpose 
vehicle. 

For  all  that.  Ford  execu- 
tives; continued  - to'  -make 
clear  yesterday  that  the 
pressure  on  Dagenham’s 
workforce  to  accept  further 
working  practice  improve- 
ments will  hardly  diminish 
‘ The  reasons  are  not  bard 


to  find.  Europe  is  suffering 
from  20  per  cent  overcapa- 
city in  car  manufacturing. 
All  major  carmakers’  plants 
are  therefore  condemned  to 
compete  against  each  other 
to  build  new  models  for  the 
foreseeable  future. 

To  that  must  be  added 
fierce  competition  between 
new  models  in  the  market- 
place. Ford’s  announcement 
yesterday  of  further  short- 
time  working  on  the  current 
Fiesta  — 17-  production  days 
are  being  cut  between  May  1 
and  31  July  - emphasises 
customers’  diminished  inter- 
est in  ageing  models. 

Ford's  hope  is  that  a face- 
lifted version  of  the  current 


model  to  be  introduced  in 
September,  will  keep  Dagen- 
ham's lines  busier  until  the 
all-new  Fiesta  arrives  in  two 
years.  Managers  accept  that 
last  year's  output  of  250,000 
vehicles  has  little  prospect  of 
being  matched. 

The  Dagenham  deal  marks 
another  step  in  the  renais- 
sance of  the  motor  industry 
in  Britain,  even  if  virtually 
none  of  it  is  now  UK-owned. 

With  the  help  of  £150m  in 
aid  from  the  UK  government 
- none  will  be  sought  for 
Dagenham  - a £L7bn  invest- 
ment by  BMW  at  its  Rover 
plant  at  Longbridge  should 
lift  Rover's  total  output  by 
at  least  200,000  cars  a year. 


DEVELOPING  COUNTRIES  MINISTER  TO  URGE  SHARPER  FOCUS  ON  POVERTY 


Fast  food  follows 


Debt  relief  ‘ineffective9  wages  guidelines 


By  Robert  Chute,  Economics 
Eiftor,  h Washington 

to  relieve  the 
debt  burden  on  the  poorest 
nations  should  be  shaken  up 
to  ensure  they  tackle  pov- 
erty more  effectively,  Clare 
Short,  the  chief  minister  far 
international  development, 
will  propose  today. 

Ms  Short  will  tell  the  Com- 
monwealth Secretariat  in 
London  that  the  scheme  to 
help  the  world's  40  or  so 
“highly  indebted  poor  coun- 
tries" - drawn  up  by  the 
World  Bank  and  Interna- 
tional Monetary  Fund  in 
1996  - is  ineffective.  Coun- 
tries that  qualify  see  their 
debt  repayments  fall  by  only 
2 per  cent  on  average  and 
some  end  up  paying  more. 

Speaking  in  Washington 
yesterday,  Michel'  Cam- 
dessus, managing  director  of 
the  IMF;  conceded  there  was 
an  international  consensus 
in  favour  of  improving  the 
initiative.  He  said  it  was 
more  important  to  broaden 


the  scheme  than  deepen  it, 
so  that  more  countries  bene- 
fited. . v-T 
But  he  added  that  before 
extending  the  scheme,  it  had 
to  be  clear  that  bilateral 
creditor  governments  were 
prepared  to  inject  fresh 
money.  Even  She1:  existing 
scheme  is. not  fully  financed 
yet.  Mr  Camdessus  added 
that  any  extra  ftodey  must 
be  spent  in  such?  a way  that 
countries  benefiting  were 
encouraged  to  pbr&ist  with, 
economic  reform.  - 
Ms  Short  wiH  'tt&ue  that 
the  debt  initiative  has  foiled 
to  offer  countries  the  “exit" 
from  unsustainable  debt  that 
it  promised.  Uganda  - the 
first  beneficiary  - now  feces 
a higher  debt-toecMrt ratio 
than  it  did  at  the  start  of  the 
process,  largely  because  of 
fulling  prices  for  -fis>  coffee 
exports.  ~-’- 

But  the  minister  also 
believes- that  concentrating 
on-  debt-to-axport  ■■  -ratios 
exposes  a fundamental  flaw 
In  the  scheme:  ft  judges  the 


sustainability  of  a country’s 
debt  burden  from  the  stand- 
point of  restoring  its  ability 
to  borrow  from  external 
creditors,  rather  than  the 
amount  of  government  reve- 
nue that  debt  servicing 
diverts  from  spending  on 
health,  education  and  other 
public  services. 

She  will  argue  that  the 
scheme  has  to  be  amended 
to  provide  a substantial 
reduction  in  debt  service 
during  the  early  years  of  the 
Initiative,  rather  than  pro- 
viding one  big  cut  in  debt 
owed  that  will  only  yield 
benefits  over  the  many  years 
it  would  have  been  repaid. 

“We  are  seeking  more  use 
of  fiscal  indicators  in  deter- 
mining debt  relief,  so  that 
HCPC  has  a more  direct 
impact  - freeing  up 
resources  to  be  switched  to 
anti-poverty  spending,”  she 
argues.  Ms  Short  will  press 
her  proposals  at  the  spring 
meetings  of  the  World  Bank 
and  IMF,  which  take  place  in 
Washington  next  week. 


By  Robert  Tayfor, 

JEnploynent  Edffor 

Companies  in  the  low-paid 
fast  food  sector  have 
adjusted  their  wage  rates 
substantially  In  line  with  the 
introduction  of  the  national 
minimum  wage,  according  to 
a report  by  Incomes  Data 
Services,  the  independent 
research  organisation,  which 
is  published  today. 

It  indicates  that 
McDonald’s,  Pizza  Hut  and 
Burger  King  have  all 
improved  their  wage  rates 
and  also  announced  employ- 
ment expansion. 

However,  while  Pizza  Hut 
has  actually  cut  its  hourly 
rate  for  staff  aged  under  21 
to  £3.00  ($A93j  an  hour  in 
line  with  the  government's 
youth  rate,  Burger  King  has 
set  a £3.60  an  hour  rate  for 
those  aged  16  and  over, 
which  is  the  national  recom- 
mended adult  figure. 

The  survey  lists  15  compa- 
nies in  low-paying  sectors 


that  are  complying  with  the 
minimum  wage  and  increas- 
ing employment.  These 
include  Kingfisher,  Pizza 
Express,  Granada,  Stains. 
Somerfield  and  Dixons. 

- The  survey  also  says  the 
government's  derision  to  Bet 
the  minimum  wage  at  £3.60 
an  hour  for  adults  of  22  and 
over  has  had  “only  a mar- 
ginal effect  on  many  indus- 
tries" with  little  evidence  of 
any  knock-on  effect  on  the 
pay  of  other  workers.  The 
report  also  says  there  has 
also  been  “little  evidence  of 
any  negative  employment 
effect". 

“This  confirms  evidence 
from  official  statistics  which 
show  significant  employ- 
ment growth  in  the  service 
sector  in  distribution,  hotels 
and  catering.”  adds  the 
report. 

It  also  found  that  the 
impact  of  the  minimum 
wage  had  been  ’‘minimal”  on 
changes  in  work  organisa- 
tion. 


Blair  signals  sea  change  for  trade  unions 


By  Robert  Tayfor, 

Employment  Editor ^ 

Tony  Blair’s  enthusiastic 
backing  for  a conference  on 
new  trade  unionism  prom- 
ises to  be  a dining  moment 
in  the  emergence,  of  a new 
relationship  "between  th$ 
Labour  government  and  the 
worker  representatives.  _ 

It  suggests  the  prime  min- 
ister’s doubts  and  suspicions 
about  tie  wflHngness  of  the 
trade  unions  to  abandon; 
their  old  attitudes  have 
gone.  T endorse  the  clear 
Message  of  the  TOC’s  report 
that  Britain  works  best 
when  unions  and  employers 

work  together."  he  writes  in 
the  Introduction  to  the 
Trades  Union  Congress 
report  to  be  presented  at  the. 
London  conference . ..next 
month.  ' - ■ 

The  prim®  ministers 
apparent  conversion  is  a 


strong  gesture  of  approvalto 
the  modernising  efforts  of 
John  Monks,  the  TUCs- gen- 
eral secretary.  Mr.Monk^  bus 
sought  to  persuade  critics 
that  trade  unions  are  now 
.part  of  the . solution  . to . 
■ "Britain's  problems,  ■ rather 
ihanapartofthiem. 

He  Is  convinced  the  unions 
..now  have  a “once  in  a gener- 
ation opportunity”-'  to 
reshape  Britain’s  industrial 
■relations  culture,  rebuild 
- trade  ™iow  organisation5 and 
promote  collective  bargain- 
ing. He  -believes  the-nSwly 
adopted  mmlrmim  righto- on 
worldiig  .time,  guaranteed 
pafd'  leave,  union  recondi- 
tion, and  unpaid  maternity 
-8Ud  parental,  leave  markka 
.“decisive  shift"  in  public  pol- 
icy approach  -from  that 
adopted  by  the  previous  Con- 
servattva  government  «J 
; : The  TUC  wants  to  show 
-that  these  'developments  are 


not  concessions  to  union 
power,  but  a necessary  con- 
dition . for  better  perfor- 
.mance,  higher  productivity 
■and  profit  hi  the  modern 
workplace. 

“The  government's  goal  of 
-a  dynamic  and  competitive 
economy  Is  most  hkely  to.be 
secured  where  workers  are 
treated  fairly,  where  they 
have  real- control  over 
day-today  work-related  deri- 
sions, and  where  unions  are 
able  to  shape  employers' 
strategic  objectives,"  says- 
Mr  Monks. 

The  actions  of  a growing 
number  of  unions,  including 
the  TGWU . general  onion, 
the  AEEU  • engineering 
union,- Unison,  the' public 
sendees  union,  and  theQMB 
general  union  suggest- all  of 
this  is  more  than  rhetoric. 

The  TUG  has  established 
six  principles  for  partnership 
in  the  workplace,  between  a 


company  and  trade  union 
representing  employees.  The 
first  is  a “shared  commit- 
ment to  the  success  of  the 
enterprise”,  ensuring  the 
replacement  of  a previously 
hostile  and  adversarial  atmo- 
sphere of  industrial  rela- 
tions. 

This  is  followed  by  a rec- 
ognition of  legitimate  inter- 
ests, accepting  that  there 
might  be  differences  of  prior- 
ities, so  that  partnership 
arrangements  can  “embody 
a degree  of  trust  and 


The  third  principle  is  a 
commitment  to  employment 
security,  and  one  of  accept- 
ing job  flexibility.  This 
means  limiting  compulsory 
redundancies  and  making 
joint  agreements  on  staffing. 

The -fourth  principle  is 
that  there  must  be  a focus 
on  the  quality  of  working 
Hfe  so  the  partnership  com- 


mitment Is  based  on  some- 
thing concrete.  Partnership 
has  to  be  transparent  with 
genuine  consultation  and 
with  commitment  from  com- 
panies to  listen  to  employees 
and  their  unions.  Finally,  it 
requires  adding  value  to  the 
workplace. 

By  citing  specific  success 
stories  of  workplace  change 
through  partnerships,  the 
TUG  hopes  to  spread  the 
practice  and  encourage  com- 
panies to  see  that  working 
with  unions  will  improve 
their  business  performance. 
All  of  this  would  seem  unex- 
ceptional in  other  European 
countries,  but  the  new  TUC 
approach  marks  a dear  and 
decisive  break  with  past  tra- 
ditions in  the  UK. 

The  TUC  believes  employ- 
ers will  have  to  allow  unions 
to  exercise  greater  influence 
over  strategic  decisions.  It 
will  require  managers  to 


The  ONS  said  44.000  of  the 
80,000  jobs  created  were 
full-time,  in  contrast  to 
recent  experience. 

But  unemployment  also 
increased  slightly.  The  num- 
ber of  people  out  of  work 
and  claiming  benefits  edged 
up  by  2JJQQ  last  month  to 
L3m. 

On  the  government’s  pre- 
fered  Labour  Force  Survey  - 
based  on  national  household 
surveys  - the  unemploy- 
ment rate  rose  by  0-1  per- 
centage point  to  &3  per  cent 
in  the  three  months  to  Feb- 
ruary. 

Balkan 
war  was 
factor  in 
interest 
rate  cut 

By  Richard  Adams, 

Economics  Staff 

The  war  in  the  Balkans,  the 
strong  pound  and  an  waging; 
in  pay  growth  were  behind 
the  Bank  of  England's  deci- 
sion to  cut  interest  rates  ear- 
lier this  month,  according  to 
details  of  the  decision  pub- 
lished yesterday. 

The  minutes  of  the  UK 
central  bank’s  April  mone- 
tary policy  committee  meet-  ■ 
ing  revealed  that  eight  of  the 
nine  members  voted  to  cut 
rates  by  a quarter  of  a per-  ! 
centage  point  to  5.25  per 
cent  j 

The  majority  agreed  to  the  1 
cut  because  “there  was  a 
growing  risk  that  the  infia-  | 
tion  target  would  be  under- 
shot given  the  lags  between  I 
output  and  inflation,  the  S 
intensity  of  price  competi-  , 
tion  from  overseas  and  the  ! 
deceleration  seen  in  settle-  i 
meats  and  earnings”,  accord- 
ing to  the  minutes. 

The  fighting  between  Mato 
and  Serbia  was  also  a factor 
in  the  derision. 

The  minutes  noted:  “The 
intensifying  Balkans  conflict 
increased  the  downside  risks 
of  a further  blow  to  confi- 
dence in  the  global  econ- 
omy." 

But  otherwise,  the  com- 
mittee saw  little  to  change 
its  view  that  the  UK  was 
about  to  enjoy  a soft  land- 
ing: "Overall  the  evidence 
appeared  consistent  with 
positive,  if  slow,  growth  in 
[gross  domestic  product] 
during  the  rest  of  this  year.” 

The  Bank's  view  that  pay 
increases  were  weakening 
was  partly  based  on  its  esti- 
mates. which  showed  the 
three-month  average  of  wage 
deals  at  83  per  cent  between 
December  and  February. 

Only  Willem  Buffer  - an 
independent  expert 
appointed  by  the  govern- 
ment - dissented  from  the 
majority  view  and  voted  for 
a deeper  cut  of  half  a per- 
centage point. 

Mi-  Buffer  argued  that  sub- 
dued price  inflation  and  the 
possibility  that  government 
activity  could  be  lower  than 
anticipated  meant  a bigger 
cut  was  needed  to  underpin 
activity  and  stop  underlying 
inflation  failing  below  the 
government's  target  of  2^ 
per  cent 

The  minutes  clearly  show 
that  the  committee  remains 
puzzled  by  the  prolonged 
appreciation  in  sterling’s 
exchange  rate.  The  pound 
was  2 per  cent  higher 
against  other  major  curren- 
cies than  the  Bank  had  fore- 
cast in  its  last  Inflation 
Report 

“Many  possible  explana- 
tions bad  been  advanced  for 
sterling's  strength  and  dis- 
cussed by  the  committee  in 
this  as  in  previous  meet- 
ings,” the  minutes  said. 


NEWS  DIGEST  

CAR  BOMiB^ AFTERMATH 

Irish  PM  joins  concern 
over  probe  into  murder 

Bertie  Ahem,  prime  minister  of  the  Irish  Republic,  added 
hfe.  voice  to  nationalist  concerns  over  the  Independence  of 
the  police  investigation  into  the  murder  of  Rosemary  Nel- 
son, the  lawyer  killed  by  a car  bomb  In  Northern  Ireland 
last  month.  However,  he  declined  to  endorse  the  family's 
call  for  the  British  government  to  allow  an  independent 
international  Inquiry. 

Mr  Ahem  told  the  Dail.  the  Irish  parliament,  that  the  two 
English  police  officers  and  the  FBI,  appointed  to  assist  the 
Royal  Ulster  Constabulary,  had  to  be  allowed  to  conclude 
their  investigation  before  any  decision  is  made  on  an 
inquiry  Into  alleged  police  collusion  in  the  murder.  But  he 
added:  “We  have  continued  at  political  and  senior  official 
level  to  press  the  British  government  to  do  more." 

However,  he  added  he  did  not  want  to  say  too  much 
publicly  at  a time  of  sensitive  negotiations  in  the  peace 
process  in  which  progress  Is  stalled  over  the  refusal  of  the 
Irish  Republican  Army  to  start  disarming  before  the  forma- 
tion of  the  power  sharing  executive. 

The  case  has  attracted  international  attention  with  the 
US  House  of  Representatives  on  Tuesday  calling  on  Britain 
to  launch  an  inquiry  totally  independent  of  the  Royal  Ulster 
Constabulary  [Northern  Irish  poHce]  “to  gather  evidence, 
conduct  the  ground  investigation  and  issue  a detailed, 
public  report  on  the  murder”.  John  Murray  Brown,  Dublin 

EUROPEAN  UNION  WITHHOLDING  TAX 

UK  will  use  veto,  says  Blair 

Tony  Blair,  the  prime  minister,  yesterday  sought  to  rebut 
claims  that  the  government  was  softening  its  opposition  to 
the  proposed  European  Union-wide  tax  on  savings  by 
insisting  it  was  prepared  to  use  its  veto  to  protect  the 
interests  of  the  City  of  London. 

Mr  Blair  said  Gordon  Brown,  the  chancellor,  had  made 
clear  at  last  weekend's  informal  meeting  of  EU  finance 
ministers  that  the  government  would  not  accept  the  exist- 
ing proposals  for  a withholding  tax.  Asked  in  the  House  of 
Commons  if  the  government  was  prepared  to  use  Its  veto 
the  block  the  measure,  Mr  Blair  said:  “We  will  not  hesitate 
to  use  our  veto  if  it  Is  necessary.” 

The  government  position  is  that  it  would  not  accept  the 
proposed  withholding  tax  without  an  exemption  for  Inter- 
nationa] bonds.  This  reflects  City  fears  that  Imposing  such 
a tax  would  drive  the  international  bond  market  out  of 
London.  David  Wighton,  London 


SCOTLAND 

Independence  ‘deficit1  claim 

An  independent  Scotland  would  immediately  have  to  cut 
public  spending  to  deal  with  the  large  structural  deficit 
which  it  inherited,  an  independent  study  concluded  yester- 
day. It  would  not  be  feasible  to  make  a sharp  increase  in 
taxes  because  that  would  drive  away  businesses  and  per- 
sonal taxpayers. 

The  ruling  Labour  party  called  the  report  a devastating 
blow  to  the  Scottish  National  party’s  policy  of  an  Indepen- 
dent Scotland.  But  the  report  also  criticised  Labour’s  "tar- 
tan tax”,  the  Scottish  parliament's  power  to  vary  taxes  by 
up  to  3p  in  the  pound  (4c  in  $1 .61),  saying  it  would  have 
been  better  if  it  had  never  reached  the  statute  book. 

The  report,  by  DTZ  Pleda  Consulting  for  Bell  Lawrie 
White,  the  Edinburgh  stockbroker,  said  Scotland  would  be 
economically  viable  as. an  independent  country.  But  It 
would  Inherit  a "negative  dowry"  in  the  form  of  a larger  fis- 
cal deficit  than  that  of  the  UK,  though  smaller  than  recent 
government  figures  suggested.  James  Buxton,  Edinburgh 


MILLENNIUM  COMPUTER  PROBLEM 

Institutions  ‘still  at  risk’ 

Two  large  financial  institutions  are  still  at  serious  risk  of 
failing  to  bring  their  computer  systems  up  to  scratch  to 
deal  with  the  millennium  "bomb",  the  Financial  Services 
Authority, the  industry’s  regulator,  warned  yesterday. 

Michael  Foot,  head  of  financial  supervision  at  the  FSA, 
said  the  two  groups  still  featured  on  a "red  alert"  fist 
despite  intense  pressure  from  regulators  for  them  to  step 
up  their  work  on  the  computer  problem  expected  in  2000. 
Ten  other  groups  classified  as  “high  impact”  because  of 
their  size  or  their  importance  to  the  financial  markets  have 
moved  off  the  red  list  since  the  end  of  the  year. 

A recent  survey  by  Ernst  & Voung,  the  accountancy  firm, 
showed  the  UK  and  Denmark  were  the  two  European 
countries  whose  financial  sectors  were  at  least  risk  from 
the  millennium  bomb.  George  Graham,  London 


CANTRADE  AFFAIR 

Trader  ends  hunger  strike 

The  currency  trader  who  was  at  the  centre  of  the  island  of 
Jersey’s  btggest-ever  fraud  has  ended  a hunger  strike  that 
lasted  69  days.  Jersey  is  the  largest  of  the  Channel  Islands 
between  England  and  France. 

Robert  Young  ,45.  who  was  failed  last  May  for  four  and  a 
half  years  for  Ns  role  in  "the  Can  trade  affair”  in  which  cli- 
ents claimed  to  have  lost  El  6m  (325.8m)  through  his  cur- 
rency deals,  said  In  a press  release  that  he  had  achieved 
his  aim  of  drawing  media  attention  to  the  state  of  human 
rights  hi  Jersey. 

He  lost  an  appeal  against  conviction  in  January  and  is 
still  trying  to  get  legal  aid  to  take  his  case  to  the  European 
Court  of  Human  Rights.  He  claims  that  he  did  not  receive 
a fair  trial  and  that  the  way  In  which  he  is  being  treated  is 
“less  than  human11.  Phffip  Jenna,  Jersey 
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relinquish  some  control, 
changing  workplace  culture 
from  a command  structure, 
to  one  of  problem  solving. 
Ideally,  the  TUC  favours 
the  creation  of  a range  of 
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partnership  institutions, 
ranging  from  work  councils 
to  a national  forum.  Mr  Blair 
is  not  so  keen  on  that 
approach.  However,  his 
unequivocal  endorsement  of 


partnership  indicates  a 
significant  convergence  of 
attitude. 

It  will  be  up  to  the  unions 
to  translate  good  intentions 
into  practical  action. 
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SCIENCE  & TECHNOLOGY 


Trials  of 


medicine 
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makers 


David  Pilling 

examines  the 
regulatory  regimes 
that  drugs  groups 
must  follow 


Science  under 
scrutiny 


Prescription  drugs  are 
subjected  to  a greater  regula- 
tory burden  than  any  other 
consumer  product 

A drug  company  may  be 
convinced  it  has  an  effective 
new  therapy  for.  say.  Parkin- 
son’s disease.  But  it  will  take 
probably  six  to  eight  years 
before  the  drug  receives  its 
licence  and  doctors  can  pre- 
scribe it. 

During  that  period,  the 
new  molecule  Is  rigorously 
tested  for  safety  and  efficacy 
in  carefully  controlled  ani- 
mal and  human  trials.  Only 
if  it  clears  one  hurdle  can  it 
progress  to  the  next. 

Most  trials  are  double- 
blinded  and  placebo- 
controlled,  meaning  that  nei- 
ther the  doctor  nor  the 
patient  knows  whether  the 
new  molecule  or  a dummy 
pill  is  being  administered. 
By  the  time  Phase  in  clinical 
trials  are  completed,  the 
final  stage  before  approval, 
reams  and  reams  of  data 
have  been  amassed. 

Yet  even  after  this  long 
process  - one  that  adds  hun- 
dreds of  millions  of  dollars 
to  the  cost  of  drug  develop- 
ment - “bad”  products  slip 
through  the  net.  Thalido- 
mide, the  morning  sickness 
pill  that  damaged  unborn 
foetuses,  is  merely  the  most 
notorious  example.  In  the 
past  18  months  alone,  five 
drugs  deemed  safe  by  the  US 
Food  and  Drug  Administra- 
tion have  subsequently  been 
withdrawn. 

As  Aids  activists  pushing 
for  “fast-track"  access  to  life- 
saving therapy  have  high- 


lighted. there  is  always  a 
tension  between  making  new 
therapies  widely  available 
and  protecting  the  public 
from  potentially  toxic  sub- 
stances. 

Even  pharmaceutical  com- 
panies are  caught  in  this 
dilemma.  Go  too  slow,  and 
the  product  loses  valuable 
revenue  as  its  patent  - 
granted  at  discovery  - ticks 
away.  Go  too  fast,  and  its 
name  could  forever  be  asso- 
ciated with  a product,  like 
thalidomide,  whose  risks 
obviously  outweighed  its 
benefits. 

Do  regulatory  agencies 
have  the  balance  right?  And 
where  should  society  draw 
the  line  between  reward  fin 
this  case  potential  therapeu- 
tic benefit)  and  acceptable 
risk? 

Not  all  regulators  are  the 
same.  Methods  vary  between 
countries,  although  there  is 
a strong  industry-sponsored 
effort  to  harmonise  proce- 
dures globally.  Still,  what 
one  country  deems  safe, 
another  may  rule  dangerous 
or  unnecessary,  depending 
on  its  health  - and 
even  Us  budgetary  - 
priorities. 

There  are  three  main  regu- 
latory cultures  - the  US.  the 
European  and  the  Japanese. 

Prominent  in  reputation 
is  the  FDA  which  has  long 
considered  itself  the  gold- 
standard.  US  companies,  in 
particular,  regard  the  FDA 
as  more  transparent  than  its 
counterparts.  Procedures  for 
clinical  trials  are  often 
agreed  between  company 
and  agency  in  advance,  mak- 
ing for  fewer  surprises  at 
final  assessment. 

Likewise,  FDA  advisory 
committee  hearings,  which 
recommend  the  approval  or 
rejection  of  new  drugs,  are 
held  In  public.  A wide  vari- 
ety of  experts,  including 
patient  advocacy  groups,  are 
asked  for  their  opinions. 
But,  as  critics  point  out.  the 
experts  on  the  panel  may 
well  work  as  consultants  for 


the  drug  companies  they  are 
judging. 

Decisions  in  Europe,  by 
contrast,  tend  to  be  made 
behind  closed  doors, 
although  regulators  are 
Increasingly  willing  to  pub- 
lish the  reason  for  their  find- 
ings. 

The  different  methodolo- 
gies sometimes  produce  con- 
flicting outcomes.  Last 
month,  the  UK's  Medicines 
Control  Agency  rejected  an 
application  for  the  reintrod- 
uction  of  troglitazone.  a dia- 
betes drug  that  had  been 
withdrawn  after  evidence 
that  it  could  cause  liver 
damage.  A special  hearing  of 
the  FDA  voted  to  keep  trogli- 
tazone on  the  market, 
although  with  greater 
restrictions  on  use. 

Such  differing  verdicts  are 
often  a reflection  of  a soci- 
ety’s view  of  acceptable  risk, 
a phenomenon  highlighted 
by  the  contrasting  attitudes 
to  genetically  modified  food 
in  the  US  and  Europe.  They 
also  reflect  attitudes  to  exist- 
ing treatment  options.  If 
there  is  deemed  to  be  no 
great  medical  need,  there  is 
less  pressure  to  introduce  a 
new  treatment 

"Americans  understand 
the  FDA  which  speaks  their 
own  language,”  says  Paul 
Evans,  managing  director  of 
Akos  Healthcare,  a UK-based 
consultancy  that  specialises 


in  regulatory  affairs.  “It  is 
the  same  for  European  com- 
panies in  Europe.” 

But  the  cultural  differ- 
ences are  narrowing,  largely 
because  of  to  the  establish- 
ment of  a Europe-wide  regu- 
latory body,  the  European 
Agency  for  the  Evaluation  of 
Medicinal  Products  lEmea). 
Even  products  not  licensed 
centrally  are  judged  under  a 
mutual  recognition  pro- 
gramme through  which 
approval  by  one  country 


nies.  frustrated  at  being 
denied  ready  access  to  a 
lucrative  market,  is  bringing 
Japan  more  into  line. 
Largely  under  the  auspices 
of  the  International  Confer- 
ence on  Harmonisation 
(ICHj.  a body  formed  by  reg- 
ulators and  industry.  Japa- 
nese authorities  are  being 
persuaded  to  accept  western 
data.  Recently.  Pfizer  won 
approval  for  Viagra  using 
Phase  III  data  collected 
entirely  in  the  west. 


‘There  will  be  a lot  of  medicines 
approved  that  are  going  to 
have  side-effects’ 


leads  to  semi-automatic 
approval  throughout  the 
European  Union. 

Japan,  the  world's  second- 
biggest  drugs  market,  is  still 
out  of  step,  although  even 
here  the  environment  is 
changing.  Traditionally,  Jap- 
anese authorities  have 
insisted  that  drug  companies 
conduct  a series  of  extra  tri- 
als to  prove  their  medicine 
works  as  well  on  the  Japa- 
nese population.  Many  prod- 
ucts widely  available  in  the 
west,  such  as  the  contracep- 
tive pill,  are  not  yet  licensed 
In  Japan. 

Pressure  from  drug  compa- 
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Such  pressure  on  Japan  to 
change  Us  methodologies, 
say  critics,  reflects  the 
undue  influence  drug  compa- 
nies can  have  on  regulators. 
To  supporters  it  demon- 
strates a shift  to  more  stan- 
dardised regulation. 

But  whatever  approach  a 
country  takes,  there  is  one 
fundamental  problem  that  is 
difficult  to  overcome.  That  is 
the  fact  that  clinical  trials, 
however  large,  cannot  possi- 
bly pick  up  all  the  side- 
effects  a drug  may  produce 
once  given  to  the  population 
at  large.  The  first  patients 
to  be  prescribed  a licensed 


This  weekly  series  concludes 
next  week  with  an  article  on 
how  scientists  should  be  man- 
aged and  motivated. 
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TECHNOLOGYWTTH^ATCHING' 


Blood  clues  to 
those  at  risk  of 
a heart  attack 


drug  are,  in  effect,  partici- 
pating in  a mass  Phase  IV 
trial. 

Earlier  trials  are  not  an 
accurate  reflection  of  how  a 
drug  will  be  used  by  real 
practitioners.  There  may  he 
drug-drug  interactions,  or 
doctors  may  not  follow  pres- 
cribing instructions  to  the 
letter.  That  happened  with 
Duract,  a painkiller  that  was 
withdrawn. 

Nor  ran  clinical  trials  pre- 
dict the  effect  of  drugs  that 
are  taken  over  years,  such  as 
cholesterol-lowering  agents. 

Timothy  Brewer,  assistant 
professor  of  medicine  at  Har- 
vard university,  believes  bet- 
ter systems  need  to  be  estab- 
lished to  assess  a drug’s 
side-effects  once  it  has  been 
licensed.  This  may  mean  a 
more  imaginative  use  of 
existing  data  to  work  out 
hidden  correlations. 

“There  will  be  a lot  of 
medicines  approved  that  are 
going  to  have  side-effects 
show  up  later,”  says  Dr 
Brewer. 

Only  by  developing  accu- 
rate methods  of  monitoring 
those,  he  argues,  will  society 
be  able  to  take  sensible  deci- 
sions about  safety  and  effi- 
cacy of  drugs  at  its  disposal. 


People  at  risk  of  having  a . 
heart  attack  ebukf  be  :- 
identified  by  measuring  the 

temperature  of  their  blood 

vessels,  according  to  a 
report  ifi  the  Journal  of  the  . 
American  Heart  Association. 

Researchers  in  Athens 
have  developed  a technique 
called  thermography,  which 
uses  a tiny  thermometer ; - 
attached  to  the  end  of  a 
catheter  .to  measure  the 
temperature  at  sites  inside 
the  coronary  arteries, 

In  a study  of  90  patients, 
researchers  found 
higber-than-average 
temperatures  in  .the  arteries 
of  patents  who  suffered 
from  serious  angina  or  who 
were  on  the  point  of  having 
a heart  attack. 

They  believe  this  is  the 
first  time  temperature  has. 
been  measured  in  the  heart 
or  coronary  arteries  of  living 
humans. 

Trie  study  was  undertaken 
because  pfr  growing 
evidence  that  bacterial 
infections  and  inflammations 
may  contribute  to  the 
development  of 
atherosdksrosis,  the  plaque 
obstructions. in  the  - 
arteries.  ni 

American ’Heart  Association: 
US,  tel  2147061279;  e-mail 
carolebGheart.org  . 
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Mix-up 

US  chemists  have. 
developed  a technique  ^ 
mixing  irririute  amounts 
chemicals  that  bouW  be 
used  to  make  novel' 
materials,  paints- and  drug 
delivery  systems. 

The  Department  of  - . 
Energy's  Oak  Ridge  Nate 
Laboratory  has  davtead  a 
method  of  mixing7  pofymei 
within  a single,  tiny  .pallid 
that  is  less  than  IP  r ; 
micrometres  in  dianisteri- 

The  researchers  believe 
that  its  first  application 
could  be  in  medictnev-wte 
■ the  technique  could  be  us 
to  carry  specially  engineer 
molecules  within  the  body 
Oak  Ridge  National 
Laboratory:  US,  tet 
4235760226;  e-ma3  . 
12k@ORNL.GOV 


Paint  catalysts 


Voltage  solution 


Integrated  circuits  that 
contain  high  voltage 
components  usually  require 
a thick  layer  of  silicon.  This 
is  expensive,  but  it  avoids 
d&nage  to  the  chip  because 
it  limits  the  strength  of  the 
electric  fiekt-  - 
Philips  Semiconductors 
has  adopted  a'different 
approach  to  the  problem  of 
high  voltages:  . 

It  has  developed  a way  of 
fabricating  high  voltage 
transistors  in, an  extremely 
thin  layer  of  silicon  and 
surrounding  each  one  with 
silicon  dioxide;  1 
The  use  of  .this  perfect 
insulator  allows  high  and  low 
voltage  components  to  be 
placed  much  closer  together 


CSiRO,  the  Australian  " 
research  organisation,  is 
working  with  Du  Ftont,  the 
chemicals  manufacturer,  ti 
develop  better  catalysts  fc 
paint  manufacturing...:  .. 

They  have  come  up  wftf 
range  of  cobalt  catalysts 
that  has  made  the 
manufacturing  process  ' 
cheaper,  more  efficient  an 
environmentally  friendly.  ' 
The  catalysts  aflow  very 
accurate  control,  of  the  .. 
polymerisation  process 
during  paint  manufacturing 
This  means  the  i ' ‘ 

manufacturer  can  design 
paints  for  specific  purpose 
and  sharply  reduce  the 
amount  of  solvent  used. 
CSIRO:  Australia,  tel 
61396627332  e-mali . . . 
doug.gate@molscf.csfrD.au 
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a world  of 
their  own 


Martin  Hoyle  is 

enchanted  by 
'f  Bertolucci's  elegiac 
love  story 

Bernardo  Bertolucci's  exquisite 
miniature  leads  the  field  this 
week.  A wistful  Chekhovian 
study  of  elliptical  approaches  and 
puzzled  retreats,  cultural  cross- 
purposes  and  fleeting  emotional 
fulfilment.  Besieged  is  a virtual 

besieged 

Bernardo  Bertolucci 

MESSAGE  IN  a BOTTLE 

Luis  Mandcdd 

siDE  STREETS 

Tuny  Getter 

Se'mMVENTURESOF 

MARGARET 

Brian  Skeet 

OUT  OF  THE  PRKENTr 

Andrei  Ujica 

i THE'fitRvijB^isM'BC^s' 

s*  Terence  Ryan 

LEVEL  HVE 

Chris  Marker 


two-hander,  beautifully  acted  by 
Thandie  Newton  and  David 
Thewlis. 

Newton,  recently  In  Beloved, 
plays  the  wife  of  an  African  polit- 
ical prisoner.  An  exile  in  Rome, 
she  trains  in  medicine  and  ekes 
out  a living  by  cleaning  for 
another  outsider,  an  English 
composer  who  gives  piano  les- 
sons in  a sumptuously  furnished 
apartment  The  stay  Mr  Kinsky 
loves  the  beautiful  Shandural, 
but  once  repulsed,  and  told  of  her 
jailed  husband,  he  lapses  Into 
sad-eyed  non-communication. 
She  notices  the  flat  gradually 
emptying  of  works  of  art,  tapes- 


THE  ARTS 


tries,  furniture  and  even  Klnsky's 
beloved  piano;  and  realises  that 
he  Is  working  for  her  husband's 
release.  Neither  of  them  refers  to 
it. 

There  is  little  dialogue  in  the 
film.  Cinematically  Bertolucci 
rings  changes  in  narrative  pace 
as  a speaker  might,  sliding  into 
elegiac  slow  motion  or  fast-for- 
warding  like  a story  teller  vary- 
ing vocal  rhythms  and  emphases. 
In  contrast  with  a characteristi- 
cally decorative  background  (the 
action  is  situated  near  the  Span- 
ish Steps:  Rome  looks  beautiful), 
the  story  unfolds  in  strokes  as 
delicate  and  economic  as  a Chi- 
nese water-colour,  from  the 
arrest  of  Shandurai's  husband  In 
an  opening  African  sequence  that 
leaves  his  wife  mouthing  silent 
screams  in  the  dust  of  departing 
jeeps,  to  Mr  Klnsky's  final  con- 
cert, a recital  for  his  juvenile 
pupils  variously  rapt,  restless  or 
tempted  by  the  sunny  garden 
outside.  With  a visual  dash  of 
Richard  Rodney  Bennett  and  the 
apologetic  middle-class  tones  of  a 
young  Robert  Stephens,  Thewlis 
plays  the  musician  as  a very 
recognisable  English  eccentric: 
gentle,  repressed  to  the  point  of 
inarticulateness,  more  at  ease 
with  children  than  adults.  The 
message,  perhaps,  concerns  a 
sophisticated  society  in  decline 
paying  an  old  debt  to  another 
world  and  that  emergent  world 
tentatively  groping  towards  free- 
dom. But  it  works  movingly  as  a 
simple  love  story. 

•’  ' A 

Message  in  a Bottle  tries  for  the 
same  restraint  but  is  made  of 
grosser  clay.  Robin  Wright  Penn, 
whose  cheekbones  are  one  of  the 
wonders  of  the  western  world, 
plays  a Journalist  who  discovers 
the  eponymous  communication,  a 
love  letter  to  Ms  dead  wife  from 
small-town  boat-builder  Kevin 
Costner.  As  in  Sleepless  in  Seat- 
tle, the  intrigued  woman  tracks 
him  down  and.  surprising  nobody 
except  the  Immaculately  made-up 
character' actresses  who  staff 
American  newspapers,  they  fiall 
m love.  No  surprise  either  that 


Moving:  Thant*®  Newton  In  Bertokwcf  a exquisite  miniature.  ‘Besieged* 


he  finds-out  he  has  been  a Jour- 
nalistic gimmick  and  splits.  And 
hardly  astounding  that  he  real- 
ises he  loves  her,  cheekbones  and 
all,  and  writes  a last  East  Coast- 
battled  farewell  to  the  shade  of 
his  wife.  Despite  a downbeat  end- 
ing the  tone  is  lethargic,  the 
action  predictable.  Costner  plays 
selflessly  piano,  thick  of  girth 
and  unashamedly-  middle-aged; 
but  the  most  touching  perfor- 
mance comes  from  Raul  Newman 
as  his  tether.  No  longer  playing 
on  that  boyish  wlnsomeness, 
Newman  provides  a marvellous 
example  of  the  frailty,  sadness 
and  anger  of  old  age  that  steals 
the  movie  entirely. 

* 

If  0.  Henry  were  alive  he  might 
have  written  Side  Streets , but  the 
entwined  stories  would  have 
been  tighter  and  more  pointed 
than  the  script  provided  by  Lynn 
Nottage  and  director  Tony  Ger- 
ber for  this  portmanteau  from 
the  Merchant  Ivory  stable.  This 
tapestry  of  hopes,  fears,  comic 


mishaps  and  plans  of  little  people 
ganging  agley  all  over  Babylon 
on  the  Hudson  has  been  com- 
mended at  both  Venice  and  Sund- 
ance. These  New  Yorkers,  be 
they  Indian,  Italian,  Caribbean, 
Romanian  or  Puerto  Rican,  lead 
lives  of  noisy  desperation.  Their 
loves,  squabbles  and  scams  are 
endearing,  if  sprawling:  while  the 
sad  farce  of  an  overweight  Indian 
film  idol  on  the  skids  hints  at 
something  more  tragic 
★ 

There’s  such  a surface  gloss  on 
The  Misadventures  of  Margaret 
that  you  initially  will  it  to  suc- 
ceed, to  be  funnier  it  is. 
Then  you  lose  interest  Based  on 
the  American  Catherine  Schine's 
novel,  Rameau ’s  Niece,  this 
attempt  to  combine  various 
genres  - American  academic  sat- 
ire. historic  swish,  sex  comedy  - 
founders  on  the  central  role.  As 
the  prize-winning  writer  who 
researches  an  eighteenth-century 
philosophico-amatory  affair 
between  a celebrated  savant  and 


a sensual  young  girl.  Parker 
Posey,  fidgety  and  physically 
mannered,  has  difficulty  in  utter- 
ing lines  as  if  she  understands 
them,  never  mind  fresh-minting 
them.  Visual  references  to  pre- 
war screwball  comedy  are  ill-ad- 
vised since  director  Brian  Skeet’s 
script  is  short  on  jokes  though 
long  on  the  P word.  A decent  cast 
is  wasted,  though  the  radiant 
Brooke  Shields  plays  a bisexual 
bursting  with  that  vivid,  enam- 
elled, slightly  unreal  femininity 
that  drag  queens  die  for. 

★ 

Like  most  of  this  week’s  releases. 
Misadventures  looks  good.  Inevi- 
tably dowdier  is  Out  of  the  Pres- 
enL  This  fly  on  the  wall  1991-2 
diary  of  life  in  the  Russian  space 
station  MIR  conveys  both  the 
claustrophobic  tackiness  of  the 
physical  conditions  and  the  child- 
like wonder  of  tbe  humans 
involved.  Among  the  crews  on 
shift  duty  is  our  own  Helen  Shar- 
man,  so  scrupulously  avoiding 
subsequent  publicity  that  we 


have  forgotten  the  Anglo-Russian 
enterprise  (the  Union  flag  much 
In  evidence).  Among  the  images 
that  linger:  a jokey  dressing  for 
dinner,  she  in  pink  frills  and  a 
male  colleague  illustrating  the 
incongruity  of  wearing  a tie  in 
zero  gravity  as  it  sticks  out 
straight  as  a ramrod  in  front  of 
him  (Freud  would  have  loved 
space).  A lighted  Christmas  can- 
dle somersaults  slowly  in  the  air. 
Strauss  waltzes  slyly  nudge  mem- 
ories of  2001  but  the  lack  of  glam- 
our comes  over.  The  cosmonauts 
cut  one  another’s  hair,  exercise, 
play  with  the  camera,  giggle . . . 
One  craft  sprouts  a silver  para- 
chute, an  animated  glitter-ball 
that  languidly  Inflates,  writhes, 
detumesces,  a huge  floating  jelly- 
fish. In  the  home  country  there  is 
insurrection.  By  the  time  Sergei 
Krfkalyov,  a constant  despite  the 
turnover  amongst  hi s colleagues, 
returns  to  earth  after  a record  310 
days,  in  space,  the  Soviet  Union 
has  gone.  Sweet-natured  and  gen- 
tle, he  looks  bemused,  almost  as 


Poetry  staged  in  the  lap  of  the  gods 


if  be  would  welcome  tbe  weight- 
less detachment  of  space  once 
more. 

The  French  press  blurb  - typi- 
cally untranslated  - for  Chris 
marker’s  Level  S engagingly 
quotes  Kipling  as  it  describes  the 
veteran  director  as  “affligg 
comme  I’enflmt  d’Stephant  d’une 
insatiable  curiosity”:  but  this 
1997  meditation  on  reality  and 
virtual  reality,  history,  turning 
tbe  clock  back  and  que  voulez- 
vous  is  no  just-so  story.  A woman 
talks  to  camera  about  the  com- 
puter game  her  suicide  boyfriend 
left,  based  on  the  battle  of  Okin- 
awa. when  the  Japanese  popula- 
tion. fearing  American  atrocities, 
committed  mass  suicide.  Hus- 
bands killed  wives,  parents  chil- 
dren. We  meet  survivors  and 
recall  those  two  terrible  Shake- 
speare characters,  “a  son  that 
has  killed  his  father”  and  Ma 
tether  that  bas  killed  his  son”. 
Archive  film  and  interview  are 
unfortunately  larded  with 
uniquely  Gallic  pretentiousness. 
Why,  asks  our  narrator,  do  the 

coffee  spoons  disappear  when  she 
serves  her  tone  tatm,  her  culi- 
nary triumph,  so  that  guests 
must  stir  their  coffee  with  forks? 
Ux  haute! 

Honte  is  not  the  word  for  the 
risible  Brylcreem  Boys  which 
manages  to  waste  a potentially 
fascinating  topic:  During  World 
War  n Ireland  even-haudedly 
interned  both  Allied  and  German 
combatants  who  strayed  or 
dropped  into  the  Republic's  terri- 
tory - sometimes  in  the  same 
camp.  This  film,  beneficiary  of 
some  Isle  of  Man  financial  deal, 
splatters  tbe  screen  with  every 
dramatic  and  visual  cliche  imag- 
inable: hatchet-faced.  Brit-hating 
Irish,  lovable,  Allied-supporting 
Irish,  Huns  with  duelling  scars. 
North  Americans  who  naturally 
assume  leadership  in  the  British 
quarters,  a civilised  German 
(“Vee  are  ze  same,  you  and  D, 
and  even,  God  help  us,  a 
knees-up  in  a country  pub  cho- 
reographed by  one  of  the  Rioerd- 
ance  performers.  Peter  Woodward 
gives  the  most  breatb-takingly 
hammy  performance  since  the 
days  of  Bransby  Williams  as  an 
all-snarling,  all-eye-rolling,  all- 
leering  Cberman  sadist  Gabriel 
Byrne,  one  of  the  co-producers, 
displays  a disgracefully  slovenly 
self-indulgence  as  the  camp's 
commander,  apparently  unable  to 
decide  between  menace  and  Oir- 
ish  whimsy  and  giving  the 
impression  that  he’s  making  his 
lines  up  as  he  goes  along.  The 
prisoners’  break-out  is  engi- 
neered simply  by  giving  the 
guards  a bottle  or  two  and  letting 
inevitable  drunkenness  do  the 
rest:  a strategy  I would  consider 
deeply  insulting  if  I were  Irish. 


THEATRE _____ 

ALftSTAlRMAGAULAY 

Tates  frwo  Dwd 

Royal  Shakespeare  Company 

Mortals  presuming  upon 
gods,  and  gods  being  heart- 
less to  humans . . - It  is  a 
tribute  to  Tim  Supple's 
Royal  Shakespeare  Company 
production  of  Ted  Hughes’s 
Tales  firm  Ovid  that  the 
audience  comes  out  talking 
of  the  tales,  of  Hughes,  and 
of  Ovid.  Whereas  in  Homer 
part  of  tbe  thrill  is  the  ease 
with  which  gods  and  mortals 
co-exist,  in  Ovid  mortals  are 
forever  having  to  learn  - the 
hard  way  - that  gods  are!  a 
race  apart 

Ovid's  mortals  are  not 
heroic.  And  some  of  these 
are  cautionary  tales  We  fol- 
low the  tales  of  Midas  and 
the  golden  touch,  or  Semele 
wanting  to  see  Jupiter  naked 
in  Ms  full  ffivinity,  almost  as 


we  do  Hilaire  Belloc’s:  these 
are  tales  about  false  values 
or  of  blinding  ambition  in 
which  the  protagonist  is 
punished  for  folly-  Others 
are  canny  tales  explaining 
the  origins  of  things:  so 
that’s  why  a narcissus,  or  a 
Spider,  is  like  that.  But  some- 
times here  humans  are  . pun- 
ished for  being ' excellent 
(Arachne  at  her  loom)  or  for 
telling  the  troth,  (Tfreaias  on 
gender  and  sexual  pleasure)'. 
And  sometimes  the  gods  are 
kind:  Myrrha,  struggling  in 
vain  with  incestuous  desire 
and.  pregnant'  now  with.  her 
father’s  son. . Is  not  only, 
turned  to  myrrh  but  even 
gives  birth,  to  Adonis..  The 
strangeness  of  the  world  - 
both  tragic  and  cpmic  - 
becomes  marvellous^ 

■ The  eloquence  of  many  o£ 
Hughes’s  lines  - often  those 
that  are  furthest  from  Grid 
- brands  itself  onto  the  thea- 
tre audience.  “The  petal off 
her  beauty/  Fading  and 


shrivelling,  falling  from 
her”.  “Juno  rose/  Like  a puff 
of  smoke  from  a volcano.” 
“The  warm  drops  ooze  from 
her  rind."  And  - here  Supple 
and  his  co-adaptor  Simon 
Reads  have  juggled  with 


In  Ovid  mortals 
are  forever  having 
to  learn  - the  hard 
way  - that  gods 
are  a race  apart 


Hughes’s  original  text  to 
good  effect  --“Lust  bristled 
up  Ms  thighs/  And  poured 
Into  the  roots  of  his  teeth.” 
“Revenge/  Had  swallowed 
her  whole  being." 

Meanwhile  Supple’s  stag- 
ing of  these  tales  has  often 
poetry  of  Its  own.  Echo,  fad- 
ing away,  rolls  softly  into  a 


pile  of  leaves  to  dissolve. 
The  scenes  woven  by 
Minerva  and  Arachne  at 
their  looms  - as  vividly 
described  by  Ovid  and 
Hughes  as  the  scenes  related 
by  Homer  on  the  shield  of 
Achilles  - become  three- 
dimensional  tableaux.  Myr- 
rha becomes  swathed  in  fab- 
ric. until  she  does  indeed 
become  a tree.  Fentheus's 
bead  vanishes  as  Agave  rips 
it  off;  and  she  - like  Procne 
- becomes  stained  by  the 
Mood  of  her  own  sons. 

Not  all  the  ingredients  are 
ideal.  The  music  by  Adrian 
Lee  is  full  of  beauties,  span- 
ning from  Java  to  the.  Medi- 
terranean in  its  soundworld, 
but  Sylvia  Hallett's  singing 
is  too  cracked.  In  Strine 
Saba’s  handsome  Myrrha,  l 
recognise  neither  a princess 
nor  a tragic  conflict  with 
moral  conscience  nor 
Hughes's  poetry.  Susannah 
Eltiott-Knight  Is  vivid  in 
character  roles  (notably 


Juno),  but  coarse  in  narra- 
tion. Why  is  the  introduction 
to  the  terrible  tale  of  Myrrha 
made  formy?  And,  by  tbe 
musicians,  jolly? 

Yet  this  is  an  enthralling 
production.  Supple  gets  from 
his  10  actors  a wonderful 
kind  of  innocence,  so  that 
they  enact  these  tales  with 
childlike  enthusiasm;  and 
also  a Brechtian  detach- 
ment, so  that  they  narrate 
them  with  adult  distance. 
Melly  Still's  costumes  - now 
Cretan,  now  Asiatic,  now 
almost  Renaissance  - have 
many  ravishing  colours 
(Semele's  blue  dress)  and 
details  (the  grapes  on  Bac- 
chus’s crowu)<  'The  tales  of 
Arachne  and  Tereus  form 
the  climaxes  of  each  act 
One  hangs  on  them,  as  If 
they  had  never  been  told 
before. 

Sponsored  by  Laptanaig.  in  RSC 
repertory  at  the  Swan  Theatre, 

Stratford-upon-Avon 


Mark  Boner  and  Sarah  Walton  In  a scorn  i 


i Tim  Supple's  enthralling  production 


INTERNATIONAL 


Arts 


AMSTERDAM 

DANCE 

Hot  Muztektheater 

Tel:  37-20-551  8911 

• La  La  La  Human  Steps:  the 

Canadian  dance  company  in  - - 
Salt;  Apr  26.  27  . • 

• Nederiands  Dans  Theater  1: 
programme  of  works  by  Iriger, 
Ughtfoot,  Kyflfin  and  Van  Manen; 

Apr 23  . - 

OPERA  -L*-"' 

Netherlands  Opera,  Het 
Muztektheater 

Tel:  31-20-551  8911. 
Oteffo:  by  Verdi,  Conducted  by 
Carlo  Rizzi  in  a^staging  by  Klaus 
Michael  ©fiber,  attfrw 

led  tay.Vladlrhlr  Bogadtev; 

Apr  22, 25  . ' . / V ' 

CHICAGO 

concert  ■ 

Orchestra  . 

Tel:  1-312-2944000  \ 

www.o ticagosyrrphonyW ; - r; 

NHK Symphony. Ctehesbffi_ : - 

conducted  by 

works  by  Gubaidurma;^fceft» 
and  Prokofiev,  with  wtota  s°tofet. 


Sarah  Chang;  Apr  27 

FLORENCE- 

CONCERTS  . 

Toatro  Conumale- 
Teh  39-055-211 15B 
wvm.maggtofiorentfno.com 
Orchestra  del  Magglo  Musicals 
Florentine:  conducted  by  - 
Semyon  Bychkov  in. works  by  R 
Strauss  and  Brahms,  with  piano 
soloist  Andrea  Luccheslni;  Apr 
22;  23.  . , . 

OPERA 

Teetro  Cortunale  : . 

Teh  39455-21  tl 59-  ' 

www.maggJofiorentina.  com 
Tlya  Queen  of  SpatfiK  by  . 
Tchaikovsky-  Conducted  by 
Semyon  Bachkov  in  a staging  by 
Lev  Godin,  in  a co-productton 
with  Netberiands  Opera  and 

Opdra  National  de  Paris; 

Apr, 24. 27  /,  " • : 

FORTWORT% 
.SMSmON.v 
Ktmbeil  Art  Museum 

TaL  J -81 7-3328451  ' 

wwwJambeBaftorg 
Gifts:  of  the  Nila  Ancient 
^jyptfan  Falenca.  Mora  than  200 

works,  inefodingstatuettes  of 

Jongs,  gods  and  animats  ranging 
jwer  5000 years;  toApr*25 

HOUSTON 

OPERA  . 

Houston  Grand  Opera. 
Wordiam  Center' 

:Teh;1-7l3*22?2787  _ 

■www .hgacam 

‘Resuirection:  world  premiere  of 


Tod  Machover’s  new  opera  set  tn 
Tsarist  Russia,  with  a libretto  by 
Laura  Harrington.  Patrick 
Summers  conducts  a staging  by 
Braliam  Murray,  with  designs  by 
Simon  Hlgtett  Apr  23,  25 

LONDON 

CONCERTS 
Barbican  HaB 

Tel:  44-171-638  8B91 

• Amsterdam  Baroque 
Orchestra:  conducted  by  Ton 
Koopman  in  works  by  Rameau, 
Bach;  Boccherini  and  Mozart, 
with  ceilo  soloist  Yo-Yo  Ma; 

Apr  23 

• Pl&bido  Domingo:  zarzuela 
concert,  with  the  Orchestra  of 
the  Rioyal  Opera  House 
conducted  by  Miguel  Roa, 
soprano  Ainhoa  Arista  and 
mezzo-soprano  Cecilia  Diaz; 

Apr  25 

Queen  Elizabeth  HaB 

Tel:. 44-1 71 -960  4242 
London  Mozart  Players;  Matthias 
Bamert  conducts  works  by  Bach, 
Beethoven,  Mozart,  and  Michael 
Nyman.  Featuring  Bruno 
Leonardo  Gteiber  bn  piano,  David 
Juritz  on  vioBn,  and  Judith 
Busbrfdge  on  viola;  Apr  22  : 

Royal  Festival  Hall 

Teh  44-171-960  4242  . 

Phlihamtonia  Orchestra:  Christian 
Thfetemann  conducts  arworfes  by 
Schumann,  Mozart,  and  Brahms; 
Apr  22  ! . 

‘EXHIBITION 
National  Gallery 
Tel:  44-171-839  3321 
ortratts  by -Ingres:  .Images  of  an 


Epoch.  40  paintings  and  50 
drawings  by  the  19th  century 
French  painter.  Includes  major 
loans  from  museums  In  France, 
the  US  and  elsewhere;  to  Apr  25 

OPERA 
Sadler's  Wells 
Teh  44-171-663  8000 
The  Royal  Opera:  Paul  Bunyan, 
by  Benjamin  Britten.  Staging  by 
Francesca  Zambelto,  conducted 
by  RSdtand  Hlckox  (replaced  by 
Chris  WHBs  on  Apr  27);  Apr  23. 
24,  26,  Z7 

LOS  ANGELES 

CONCERTS 

Dorothy  Chandler  PavfBon 
Teh  1-213-36S  3500 
www.fafM.cag 
Los  Angeles  Philharmonic: 
conducted  by  Alan  Gilbert  in 
works  by  Bernstein,  Ruggles, 
John  Williams,  and  Copland; 
featuring  David  Brektenthal  on 
bassoon;  Apr  22, 24, 25 

MUNICH 

CONCERTS 
PhUharmoitie  Gssteig 
Tel:  49-89-5481  8181 

• European  Brass  Band 
Championships;  Apr  24 

• Munich  Philharmonic 
Orchestra:  conducted  by 
Manfred  Honeck  in  works 
by  Wolf  and  Tchaikovsky; 

Apr  22,  23 

NAGOYA 

EXHIBITION 

Nagoya/Boston  Museum  of 
Fine  Arts 


www.  nagoya  -boston,  or.jp 
Monet,  Renoir  and  the 
Impressionist  Landscape:  this 
inaugural  show  at  the  new 
museum  comprises  more  than  60 
examples  of  19th  century  French 
landsirape  painting.  Key  works 
include  “Grainstack  (Sunset)" 
(1891)  by  Monet  and  Van  Gogh's 
“Houses  at  Auvers"  (1690);  to 
Sep  26 

NAPLES 

OPERA 

Teatro  di  San  Carlo 

Tel:  39-081-797  2331 
II  Barbiere  di  Srviglta:  by  Rossini. 
Gabriele  Ferro  conducts  a 
staging  by  Filippo  Crivelli,  with  a 
cast  fed  by  Leo  Nucci; 

Apr  22, 25 

NEW  YORK 
CONCERTS 
Avery  Fisher  Hall 

Tel:  1-212-875  5030 
wwwJincolncenber.org 
New  York  Philharmonic: 
conducted  by  CoBn  Davis  bi  the 
world  premiere  of  James 
MacMillan’s  "The  World's 
Ransoming",  with  English  hom 
soloist  Thomas  Stacy.  The 
programme  is  completed  by 
Bruckner's  Symphony  No.  fl;  Apr 
22,  23,  24 

EXHIBITION 

Metropolitan  Museum  of  Art 

Tel:  1-212-879  55 00 
wwwjnemjeeum.org 
18th  Century  French  Drawings  in 
New  York  Collections:  highlights 
of  a century  of  collecting, 
featuring  100  outstanding 


examples  by  59  artists  including 
Watteau,  Boucher  and 
Fragonard;  to  Apr  25 

OPERA 

Metropolitan  Opera 
Tel:  1-212-362  6000 
www.metopera.org 
Susannah:  by  Floyd.  James 
Con  Ion  conducts  a new  staging 
by  Robert  Falls,  with  a cast  led 
by  Ranee  Fleming  and  Samuel 
Ramey:  Apr  22 

New  York  City  Opera 
Tel:  1-212-870  5570 
www.nycopera.com 
Intermezzo;  by  R.  Strauss.  New 
staging  by  Leon  Major, 
conducted  by  George  Manahan; 
Apr  24 

PARIS 

EXHIBITION 
Grand  Palais 

Teh  33-1-4413  1730 
Un  ami  de  Cezanne  et  de  Van 
Gogh:  le  docteur  Gachet 
(1825-1909).  Exhibition  devoted 
to  the  doctor,  painter  and  friend 
of  Van  Gogh;to  Apr  26.  then 
transferring  to  New  York 

OPERA 

Opera  National  de  Paris,  Opera 
Bastille 

Tel:  33-1-4473  1300 
www.opem-de-psris.  fr 
Lohengrin:  by  Wagner, 
Conducted  by  Mark  Elder  in  a 
staging  by  Robert  Careen;  Apr 
22.  25 

TOKYO 

RHIBmON 


Tokyo  Metropolitan  Art 
Museum 

Tel:  81-3-3823  6921 
Masterpieces  from  Washington’s 
National  Gallery  of  Art  works  on 
loan  by  artists  Including  Renoir, 
Degas,  Monet,  Cezanne  and  Van 
Gogh;  to  Jul  11 

OPERA 

New  National  Theatre 
Teh  81-3-5352  9999 
Die  Fledermaus:  by  J.  Strauss. 
Conducted  by  Yufcio  Kitahara  in 
a staging  by  Kyoto  Fujlshiro, 
directed  by  Hlronori  Terasaki;  Apr 
22,  23,  24,  25 

TV  AND  RADIO 

• WORLD  SERVICE 

BSC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06.30:  Moneylina  with  Lou  Dobbs 
13.30:  Business  Asa 
19.30:  World  Business  Today 
22JDQ:  Work 1 Business  Today 
Update 

9 Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  0920; 
1020: 1120;  1122;  1220;  1320; 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  five  from  UFFE  as  the 
London  market  opens. 
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QUENTIN  PEEL 


Outdated  alliance 

Is  Nato  past  its  sell-by  date?  It  was  useful  as  a weapon  of 
deterrence.  But  it  is  ill-suited  to  the  war  in  Kosovo 


Let  us  pause  for  a moment, 
as  the  great  and  good  gather 
In  Washington  to  mark  the 
50th  anniversary  of  the 
North  Atlantic  Treaty 
Organisation,  with  Rosovo 
top  of  their  agenda.  Let  us 
look  back  to  the  world  as  it 
was  when  Nato  was  bom. 

It  was  a moment  of 

extraordinary  tension  in 
Europe.  In  February  1948, 
Jan  Masaryk,  the  Czech 
foreign  minister,  was 
assassinated  in  Prague,  as 
part  of  a communist  coup.  It 
was  a brutal  demonstration 
of  Stalin's  determination  to 
impose  communist  rule 
throughout  the  area  of 
Soviet  occupation. 

There  were  real  fears  that 
both  France  and  Italy  might 
Call  to  communist  rule  as 
welt  and  Washington  was 
actively  planning  for 
military  intervention  if  they 
did  so.  In  June  that  year,  the 
Soviet  blockade  of  Berlin 
began,  and  the  allied  airlift 
was  launched  to  keep  the 
western  part  of  that  city 
alive. 

In  April,  1949,  Nato  was 
founded.  And  in  September, 
the  USSR  detonated  its  first 
atomic  device. 

It  was.  in  short,  the  start 
of  the  cold  war  for  real,  and 
a very  explosive  start,  too. 

How  the  world  has 
changed.  Today,  the  Russian 
threat  is  of  collapse,  rather 
than  aggression.  The 
country  is  bankrupt.  And 
Moscow’s  miserable  failure 
to  suppress  the  revolt  of 
Chechnya  in  its  own 
backyard  suggests  that  it 
could  scarcely  mount  a 
serious  conventional 
onslaught  on  anyone  else  if 
it  wanted  to. 

Of  course,  Russia  still  has 
a huge  arsenal  of  nuclear 
weapons,  and  that  threat  is 
unpredictable:  no  one  knows 
if  the  weapons  remain  under 
adequate  control  or  even  if 
they  remain  operable. 
Democracy  in  western 


Europe  is  thoroughly 
established.  The  communists 
have  reinvented  themselves 
as  good  social  democrats, 
not  just  in  the  west,  but  in 

central  Europe. 

The  Czech  Republic  has 
joined  Nato,  along  with 
Poland  and  Hungary.  Their 

negotiations  to  join  the 
European  Union  are  well 
under  way.  AH  the  former 
Soviet  satellites  are  eager  to 
join  the  western  club. 

And  a thoroughly 
democratic,  unified,  federal 
Germany  - with  all  the 
confusion  and  Indecision 
that  implies  - has  just 
celebrated  the  return  of  its 
parliament  to  Berlin. 

With  the  one  glaring 
exception  of  former 
Yugoslavia.  It  is  a fairly 
reassuring  scenario.  But  the 
Nato  leaders  will 
undoubtedly  be  obsessed 
with  the  exception.  Thanks 
to  their  ill-considered 
intervention  in  Kosovo,  and 
the  bombing  campaign  they 
have  launched,  they  will  be 
urgently  attempting  to  close 
ranks,  and  find  a way  of 
bringing  that  undeclared 
war  to  a rapid  conclusion. 

What  they  will  not  be 
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COMMENT  & ANALYSIS 


Blinking  about  is  the 
question  that  is  going 
begging:  Is  Nato  itself  past 
its  sell-by  date? 

It  is  no  doubt  a disloyal 
question  to  ask  at  this 
moment.  Perhaps  it  is  too 
late.  It  was  asked  back  in 
1991.  when  the  Warsaw  Pact 
was  wound  up.  and  the 
Soviet  Union  imploded  But 
it  was  rapidly  dismissed  as 
an  irrelevance.  After  all. 
most  of  the  old  enemies 
wanted  to  join.  And  if  it 
wasn't  broke,  why  fix  it? 

The  trouble  is  that  the 
conflict  in  Kosovo,  and  the 
terrible  human  tragedy 
which  has  been  unleashed 
there,  does  not  Just  raise 
questions  about  Nato's 
tactics.  It  revives  questions 
about  the  very  structure  and 
purpose  of  the  organisation. 

Every  important  success 
achieved  by  the  alliance  in 
its  SO  years  was  won  without 
a shot  being  fired  in  anger. 
But  now  the  first  shots  have 
been  fired,  and  the  cracks 
are  starting  to  emerge. 

Nato's  success  was 
precisely  as  a weapon  of 
deterrence,  as  one  side  of  a 
military  standoff  which 
actually  guaranteed  the 


Abiding  symbofc  Nato's  Insignia  at  its  Brussels  HQ 


peace.  The  combination  of 
strategic  and  conventional 
capacity  ensured  that 
neither  side  dared  disturb 
the  peace  in  Europe. 

Today  the  alliance  boasts 
massive  military  capacity 
without  any  countervailing 
balance.  It  Is  a might)' 
weapon,  without  an  obvious 
role.  The  temptation  is  to 
use  it.  even  if  it  is 
inappropriate. 

In  Kosovo,  that  has 
happened.  Awesome 
technological  equipment, 
represented  by  US-led  air 
power,  has  been  used  as  a 
hammer  to  crack  the  nut  of 
a horrible,  localised, 
medieval  war.  It  not  only 
appears  to  be  failing,  it 
actually  seems  to  have  made 
matters  worse. 

In  an  articulate  and 
persuasive  new  study  of  the 
transatlantic  relationship*, 
Elizabeth  Pond,  former 
Christian  Science  Monitor 
correspondent  in  Moscow 
and  Bonn,  says  Nato 
emerged  horn  the  cold  war 
"with  glory  and  perplexity". 
Its  victory  should  have  put  it 

out  of  business.  In  the  event, 
it  was  the  Europeans,  from 
both  east  and  west,  who 
decided  (back  in  1991)  that 
Nato  was  “the  only  possible 
instrument”  to  keep  tbe  US 
engaged  in  Europe. 

One  reason,  she  argues, 
was  the  danger  of  “imperial 
recidivism"  in  Russia. 
Another  was  the 
“conspicuous 

preference. . . for  American 
security  leadership  over  the 
alternatives  of  German 
leadership,  or  no 
leadership”.  The  third  was 
the  belief,  because  of  the 
atrocities  in  former 
| Yugoslavia,  of  the  need  for 
“credible  force  - which  only 
the  Americans  could  provide 
- to  constrain  local  bullies 
on  the  peripheries  of 
Europe". 

All  those  reasons  for 
preserving  Nato  can  be 
queried  today.  As  far  as 
Russia  is  concerned,  the 
threat  of  an  unpredictable 
response,  such  as  some 
crazed  nationalist 
threatening  to  use  its 
nuclear  weapons,  is  more 
likely  because  of  the 
alienation  caused  by  Nato's 
continued  existence,  and 
enlargement.  The  alliance 
may  be  seen  as  a benevolent 
force  among  its  member 
states.  But  many  outsiders 
suspect  its  motives,  and  not 
just  in  Russia. 


As  for  maintaining  a 
credible  force  to  deal  with 
the  likes  of  Slobodan 
Milosevic,  it  is  questionable 
whether  the  sort  of  force  the 
US  brings  to  Nato  is 
relevant.  It  is  becoming 
Increasingly  dear  that  his 
vicious  militia  can  only  be 
stopped  on  the  ground.  But 
that  is  precisely  tbe  sort  of 
war  Bill  Clinton  wants  to 
avoid  at  all  costs. 

But  what  about  the  desire 
to  preserve  American 
security  leadership  in 
Europe?  There  lies  the  nub. 
Perhaps  the  time  has  finally 
come  for  the  Europeans  to 
resume  security  leadership 
on  their  own  continent. 

The  US  did  not  want  to  be 
involved  In  Kosovo.  It  Is. 
thank  goodness,  a reluctant 
sheriff  on  the  world  stage.  If 
Nato  had  not  existed,  and 
bad  not  offered  the  option  of 
a massive  US-led  bombing 
campaign,  then  the 
Europeans  would  have  been 
forced  to  tackle  Milosevic 
with  more  modest,  and 
possibly  more  effective, 
means. 

.As  for  the  Europeans,  they 
continue  to  hide  behind  US 
security  skirts.  They  did  not 
even  attempt  to  solve 
Kosovo  alone,  because  they 
have  ceded  "security 
leadership"  to  Washington. 
The  brave  words  of  Tony 
Blair  and  Jacques  Chirac  at 
St  Malo,  promoting  a new 
effort  at  building  a European 
defence  identity,  are  likely 
to  remain  so  much  hot  air  as 
long  as  they  rely  on  US 
leadership  in  Nato. 

The  alliance  sbould  be 
replaced  by  a genuinely 
European  defence  initiative, 
which  would  finally  allow 
the  US  troops  on  the 
European  continent  to  go 
home.  It  is  ridiculous  to 
suggest  that  the  US  will 
remain  bound  to  Europe 
only  if  it  has  soldiers  on  the 
spot.  The  two-way  economic 
ties  of  investment  and  trade 
are  now  so  great  - in  spite  of 
silly  squabbles  over  bananas 
and  the  like  - that  the  two 
sides  of  the  Atlantic  are 
condemned  to  ever  closer 
cooperation. 

If  both  sides  can  { 

eventually  realise  that,  it 
may  be  the  one  positive 
lesson  to  emerge  from  the 
present  sorry  story  in 
Kosovo. 

* The  Rebirth  of  Europe,  by 
Elizabeth  Pond,  Brookings 
Institution  Press,  price  $26.95. 


LETTERS  TO  THE  EDITOR 
Envious  of  consumers’  right  to  know 


From  Mr  Mark  ValHanatos 
and  Ms  Sarah  Newport 

Sir,  Stuart  E.  Eizenstat 
claims  that  “scientific  rigour 
and  tbe  transparency  of  our 
testing  methods  help  explain 
why  US  consumers  have 
accepted  the  many  biotech* 
nology  products  that  are 
now  sold  in  the  US"  (“Why 
we  should  welcome  biotech- 
nology”. April  16). 

Mr  Eizenstat's  claim  is 
misleading.  With  no  label- 
ling system  in  effect  for 
genetically-modified  foods. 
US  consumers  at  present 
have  no  way  of  knowing  that 


the  food  products'  they  pur- 
chase may  be  genetically 
altered.  Most  Americans  are 
unaware  that  they  routinely: 
eat  foods  containing  geneti- 
cally-modified ingredients 
and  should,  therefore,  not  be 
assumed  to  have  “accepted 
biotechnology”. 

Furthermore,  Mr  Eizen-' 
stat’s  opinion  that  biotech- 
nology will  contribute  to 
environmental  protection  is 
not  supported  by  scientists 
who  warn  of  the  emergence 
of  “superbugs"  and  “super- 
weeds" that  will. disrupt 
local  ecosystems  and 


Period  of  uncertainty  is  not 
weakening  Indian  democracy 


From  L Hart  GopaL 

Sir,  The  headline  “Indian 
instability"  for  your  April  19 
editorial  was  not  appropri- 
ate. The  present  crisis  is 
inherent  in  any  parliamen- 
tary democracy  when  multi- 
ple parties  hold  seats  and  no 
one  party  is  dominant.  True, 
coalition  politics  is  an  evolv- 
ing phase  in  the  Indian  polit- 
ical system,  and  is  fraught 
with  uncertainty  which  is 
ranging  much  damagp  to  rhp 

economy.  However,  to  char- 
acterise this  phenomenon  as 
weakening  the  democratic 
system,  as  your  headline 
implies,  is  not  correct. 

In  1947  the  people  of  India 
decided  on  a democratic 
form  of  government  and 
have  cherished  it  ever  since. 
The  only  assault  on  this  took 
place  during  the  “emergency 


era”  under  Indira  Gandhi. 
However,  many  .Indians 
(including  this  writer)  real- 
ise that  corruption  and  law- 
lessness have  increased 
since  then,  undermining  the 
benefits  of  democracy.  Nev- 
ertheless. every  effort  has 
been  made  to  strengthen 
democratic  institutions. 

Western  journalists  trying 
to  evaluate  Indian  democ- 
racy should  resist  the  temp- 
tation to  be  condescending 
as  they  attempt  to  use  their 
own  yardsticks.  I am  sur- 
prised that  the  FT  has  cho- 
sen this  path  — this  hmt  QSU-  | 

ally  been  the  preserve  of  the  { 
American  press. 

L-Hari  Gopal, 

723  Superior  Cfc,  # 203, 
Naperville, 

IL  60563,  US 


Words  swapped  for  weapons 


From  Mr  Rick  Johnson. 

Sir.  I cannot  believe  what  l 
have  just  heard  the  US  presi- 
dent say  on  the  news:  that 
we  should  learn  to  “reach 
out  with  words  instead  of 
weapons  to  resolve  conflict" 
He  was  talking  about  the 
tragic  killings  at  the  high 
school  in  Littleton.  Colorado. 

How  can  Bill  Clinton  say 


this  at  the  same  time  as  he 
is  using  weapons  to  resolve 
the  conflict  in  Yugoslavia 
“instead"  of  words? 

Ride  Johnson, 
founder, 

Telecommuting  Safety  and 
Health  Benefits  Institute, 
953  Buchanan  Road. 

Bums,  Oregon,  US 


threaten'  gtotoalbiodiversity. 

As  -Americans,  -we  -«nyy. 
the.  respect  shown  by  Euro- 
pean governments  for.  the 
consumer’s  right  to -know. 
We  hope;' Europeans  .-will 
maintain  their  precanrionary 
approach  to  the  regulation  of 
GM  organisms,  even  in  -the 
face  of  threats  frmu'the  BS 
government  and  Industry,  * 

Mark  Valliaiiatos  and  . - - 
Sarah  Newport, 

Friends  of  the  Barth  US,  ■ 
1025  Vermont  Avenue  NW, 
Suite 300,’..  . 

Washington,  DC  20005.  US 

Lip  service 
to  alleviation 
of  poverty 

From  Alton  Vmter. 

- Sir,  Your  editorial  “East- 
ern hybrid"  (April  16) 
implied  that  the  Interna- 
tional Finance  Corporation 
is  a “pure  development  insti- 
tution". That  is  certainly  a 
misnomer  and  a misconcep- 
tion - at  least  in  terms  of 
the  ETC’s  record  in  Turkey 
(which  may  well  reflect  its 
record  elsewhere). 

A casual  review  of  its 
annual  report  shows  a port- 
folio Of  financing  five -8 tar 
hotels  in  Turkey,  in  direct 
competition  with  private  sec- 
tor banks,  and  providing 
cheap  financing  to  large 
enterprises,  many  of  which 
are  owned  by  some  of  the 
richest  families  - hardly  tire 
type  of  Investments  for  pov- 
erty alleviation,  as  the  lip 
service  goes.  IFC  has  only 
one  investment  in  Turkey 
that  positively  benefits 
small-holders,  about  one 
third  of  all  poultry  meat  pro- 
ducers in  the  country;  but 
even  there  it  has  created  a 
mess  through  misguided  cor- 
porate governance. 

Altan  Unver, 

Kuleli  Sokak  34-4, 

GOP  06700  Ankara, 

Turkey 
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FINANCIAL  TIMES 
Conferences 


Business  Intelligence 

Breakfast  Seminar  - Co-ordinating  Decision-Making 

Across  the  Organisation 

13  July  1999  - London 


- 2..L 


In  association  with 


By  providing  business  intelligence  throughout  the  organisation  everyone,  from 
senior  executives  to  production  line  workers,  is  in  a position  to  contribute 
- to  the  decision  making  process.  This  seminar  will  illuminate  the 

benefits  to  your  business  of  co-ordinating  decision  making  and 

ili. 

. . t . discuss  the  importance  of  information  delivery,  questioning 

’ . . how  you  turn  information  into  knowledge.  Commencing 

i ^ wtth  breakfast  at  08.00  and  running  for  approximately 

" V ‘ ^ - 2 hours  from  09.00,  the  Seminar  will  be  held  at  the 

.......  «.  Financial  Times,  Number  One  Southwark  Bridge, 

:;.V  ; : " .•  London  SE I 9HL 

: CHAIRMAN 

■•Vrc  r ' Mr  Peter  Weston 

; • . •.  •>>:;  ;« Marketing  Manager 

... : _ . Cognos  Untiled 

'/f  SPEAKERS 

...  . Mr  PanL  Taylor 

IT  Correspondent 

Financial  Times 

Mr  Martin  Butler 

Founder  and  Chairman 
Butler  Group 

Mr  Claude  Tonna-Bartbet 
SAM  SOS  Project  Manager 
Whitbread  Beer  Company 
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Luxury  comes  at  a price 

The  French  luxury  goods  group  LVMH  has  decided  to  take  its  high-stakes  battle  for- 

Gucci  to  court,  says  Alice  Rawsthom 

Bernard  Arnault 
must  rue  the  day  in 
1994  when  Invest- 
corp.  the  Bahrain- 


Bernard  Arnault 
must  rue  the  day  in 
1994  when  Invest- 
corp,  the  Bahrain- 
based  banking  group,  offered 
to  sell  him  Gucd  for  roughly 
$35Qm.  He  said  no. 

Five  years  on,  Mr  Arnault, 
chairman  of  the  French  lux- 
ury goods  group  LVMH. 
wants  Gucd  so  badly  he  is 
prepared  to  make  an  offer 
valuing  the  Italian  fashion 
house  at  $8.7bn. 

A critical  court  case  begin- 
ning in  Amsterdam  today 
will  determine  Mr  Arnault's 
next  step.  If  LVMH  wins,  Mr 
Arnault  will  proceed  with 
his  offer.  If  it  loses,  LVMH 
will  have  built  a $l.4bn  stake 
in  Gucci  to  little  avail:  its 
influence  over  one  of  the 
world's  hottest  luxury  goods 
labels  will  be  dwarfed  by  a 
larger  stake  controlled  by 
Francois  Pinault,  a rival 
French  industrialist.  Worse 
still,  Gucci  and  Mr 
Pinaultthreaten  to  build  a 
luxury  empire  to  rival 
LVMH,  which  is  named  after 
the  original  merger  between 
Louis  Vuitton  and  Moet  Hen- 
nessy. 

How  did  Mr  Arnault, 
dubbed  the  "wolf  in  cash- 
mere  clothing”  For  his  astute 
handling  of  past  acquisi- 
tions, land  himself  in  such 
difficulties?  And,  having 
been  outmanoeuvred  by 
Gucd,  can  he  engineer  a dig- 
nified solution  to  salvage 
LVMH's  Investment  and  his 
reputation? 

Back  in  1994,  Gucd  was  an 
ailing  brand  tarnished  by 
years  of  mismanagement. 
Investcorp  bought  it  from 
the  founding  family  in  1993 
and  appointed  Tom  Ford,  a 
talented,  young  Texan 
designer  to  modernise  its 
fashion  collections.  Invest- 
corp floated  it  in  Amster- 
dam, one  of  Europe’s  more 
accomodating  stock  markets, 
in  1995. 

By  then.  Mr  Ford  had 
turned  Gucd  into  a sought- 
after  label  for  fashion  cog- 
noscenti. He  and  Domenico 
De  Sole,  Gucci’s  president, 
have  since  expanded  it  by 
opening  new  stores  and 
introducing  new  products. 
Mr  Arnault  has  tried  to  mas- 
termind similar  revivals  at 
his  fashion  houses,  Christian 
Dior  and  Givenchy,  but  has 
failed  to  match  Gucci’s  com- 
mercial success. 

Mr  De  Sole  and  Mr  Ford, 
meanwhile,  plotted  their 


Bernard  Arnault  of  LVMH 

own  shopping  spree,  realis- 
ing that  Gucci  could  not 
expand  indefinitely  without 
endangering  its  luxury  sta- 
tus. They  began  is  months 
ago  by  buying  Severin,  a 
Swiss  watchmaker,  only  to 
put  their  expansion  plans  on 
hold  when  the  Asian  luxury 
market  crashed. 

Late  last  autumn,  the  lux- 
ury industry  appeared 
poised  for  recovery  and  Guc- 
ci's shares  rallied.  Mr 
Arnault  realised  Gucci 
would  either  become  a take- 
over target,  or  start  building 
a luxury  goods  empire  to 
compete  with  LVMH. 

Mr  Arnault  began  buying 
Gucci  shares  in  late  Novem- 


Tom  Ford  of  Gucd 

supervisory  board. 

Gucd  looked  trapped.  But 
on  February  IB.  Morgan 
Stanley,  its  adviser,  came  up 
with  a masterly  defensive 
move:  Gucci  “neutralised” 
LVMH’s  holding  by  Issuing 
the  same  number  of  shares 
to  its  employees.. 

In  doing  so,  Gucci  was 
exploiting  an  arcane  Dutch 
law  that  allows  companies  to 
issue  new  shares  if  threat- 
ened by  hostile  minority 
investors. 

LVMH  sued  Gucd  to  nul- 
lify the  employee  share 
option  plan  (ESOP).  It  also 
appointed  ABN  AMRO,  the 
Dutch  bank,  as  co-adviser 
with  Goldman  Sachs. 


Last  autumn  Mr  Arnault  realised  that 
Gucci  would  either  become  a takeover 
target  or  start  building  a luxury 
goods  empire  to  compete  with  LVMH 


ber.  On  January  6,  he  dis- 
closed that  LVMH  owned 
more  than  5 per  cent  of  the 
equity.  At  that  point  ana- 
lysts calculated  LVMH  could 
buy  Gucd  for  $4  Jbn  by  bid- 
ding $70  a share. 

A month  later,  LVMH  had 
raised  its  stake  to  34.4  per 
cent.  Under  UK  and  US  stock 
market  rules.  It  would  have 
been  obliged  to  mount  a full 
bid  upon  owning  30  per  cent, 
but  not  under  Dutch  law. 

Anxious  to  prevent  LVMH 
from  exercising  “creeping 
control"  as  a minority  inves- 
tor. Mr  De  Sole  and  Mr  Ford 
offered  to  stay  if  it  made  a 
full  bid.  Mr  Arnault  refused. 
Advised  by  Goldman  Sachs, 
he  demanded  the  right  to 
appoint  nominees  to  Gucci's 


But  Gucci  was  searching 
for  a “white  knight"  to  stave 
off  Mr  Arnault,  and  in  March 
it  found  one  in  Mr  Pinault, 
founder  of  the  Pinault-Prin- 
temps-Redoute  (PHI)  retail 
group  and  a loyal  Morgan 
Stanley  client. 

On  March  19,  Gucci  dis- 
closed it  had  secretly  com- 
pleted a deal  to  sell  new 
shares  worth  40  per  cent  of 
its  equity  to  Mr  Pinault  for 
S&Sbn. 

The  immediate  effect  was 
to  dilute  the  LVMH  stake  in 
Gucd  from  34.4  per  cent  .to 
19.6  per  cent  Mr  Pinault  also 
bought  Yves  Saint  Laurent, 
the  French  fashion' house, 
and  other  beauty  brands 
from  Sanofi.  the  French 
pharmaceuticals  company. 


with  the  intention  of  selling 
them  on  to  Gucd. 

A furious  Mr  Arnault,  who 
coveted  the  Sanofi  brands 
himself,  sued  a second  time 
to  revoke  the  deal  with  Mr 
Pinault.  He  also  offered  to  do 
what  he  had  refused  before: 
mount  a frill  bid  for  GuccL 
He  reinforced  his  team  of 
financial  advisers  by  bring- 
ing in  a third  investment 
bank.  Credit  Suisse  First 
Boston. 

LVMH  has  since  proposed 
several  offers  accompanied 
by  conditions  that  Gucci 
says  are  unacceptable.  For 
its  part.  LVMH  argues  that 
PPR's  stake  makes  it  impos- 
sible for  an  unconditional 
offer  to  succeed. 

The  next  twist  in  the  saga 
will  be  determined  by  the 
final  hearing  of  LVMH's 
legal  claims  in  Amsterdam. 
If  the  judge  upholds  the 
share  Issues  to  employees 
and  PPR,  Mr  Arnault  will  be 
powerless  to  stop  Gucci  from 
using  Mr  Pinault's  £L9bn  to 
reinvent  itself  as  a conglom- 
erate, starting  by  buying 
YSL.  Barring  a new  legal 
ruse,  LVMH  will  have  little 
choice  but  to  gradually  sell 
its  diluted  holding. 

But  if  Mr  Arnault  is  vindi- 
cated, the  Dutch  court  will 
initiate  an  investigation  that 
could  result  in  both  deals 
being  voided.  Mr  Pinault 
might  stage  a full  bid  for 
Gucd.  rather  than  risk  being 
left  with  the  Sanofi  brands. 
LVMH  could  then  withdraw, 
with  face-saving  profit  but 
with  a formidable  new  foe. 

To  forestall  that,  Mr 
Arnault  seems  intent  on 
fighting  on  to  win  control, 
beginning  with  a charm 
offensive  to  woo  Mr  Ford,  Mr 
De  Sole  is  committed  to  leav- 
ing if  LVMH  takes  over,  but 
Mr  Ford  has  yet  to  voice  his 
intentions. 

LVMH  hopes  to  persuade 
him  to  stay  as  Gucci's 
designer,  knowing  its  $8,7bn 
bid  would  be  a pyrrhic  vic- 
tory if  it  lost  the  man 
responsible  for  Gucci's 
revivaL 

Whoever  wins  the  bruising 
battle  for  Gucci,  the  specta- 
cle of  two  French  groups 
exploiting  quirks  in  Dutch 
law  to  gain  control  of  an  Ital- 
ian company  may  trigger 
reforms  in  Europe's  frag- 
mented financial  markets. 
As  for  the  *60bn  luxury 
goods  industry,  it  will  never 
be  tbe  same. 
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Tragedy  in 
Colorado , 
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school  m suburban  Denver 
demand  a response  but  deny  us 
an  easy  explanation. 

The  most  obvious  call,  stronger 
outside  the  US  than  within  the 
country  itself,  is  for  tougher  gun 
controls.  And  there  is  the  wide- 
spread judgment  that  such  a 
tragedy  was  inevitable  in  a soci- 
ety fed  a diet  of  ever  more  violent 
imagery. 

But  the  troubling  conclusion  is 
that  tighter  restrictions  on  guns 
and  on  brutal  imagery  would  not 
necessarily  have  guaranteed  pro- 
tection to  the  students  of  Colum- 
bine High  School,  one  of  Colora- 
do's more  successful  schools. 

Early  indications  are  that  stu- 
diously “gothic”  and  racist  out- 
casts were  responsible  for  calmly 
plotting  the  attack,  which  seems 
to  have  been  carried  out  with  a 
callousness  as  disturbing  as  the 
violence  itself.  They  appear  to 
have  targeted  religious  and  eth- 
nic minorities,  as  well  as  ath- 
letes, whose  social  acceptability 
they  regarded  with  contempt. 

It  is  clear  that  school  authori- 
ties, and  not  just  in  the  US.  need 
to  find  ways  of  influencing 
students  whose  hostility  has 
gone  far  beyond  conventional 
expressions  of  adolescent  angst 

Columbine  students  have 
explained  that  the  gang’s  mem- 
bers routinely  threatened  class- 
mates and  openly  discussed  their 
obsessions  with  violence. 

While  guns  are  not  the  direct 


cause  of  US  school  violence,  they 
have  played  a role  in  seven 
school  incidents  over  the  past  18 
months.  One  of  the  alleged 
murderers  told  a classmate 
before  the  attack  that  he  was  irri- 
tated by  the  short  waiting  period 
imposed  on  purchasers  of 
semi-automatic  weapons. 

It  is  clear  that  relatively  easy 
access  to  weapons  means  that 
guns  play  an  unusually  promi- 
nent role  in  US  life  and  violence. 
In  response,  metal  detectors  have 
been  installed  in  many  of  the 
country’s  tougher  schools. 

Though  tighter  restrictions  on 
guns  offer  no  guarantee,  they 
would  help  lessen  the  potential 
dangers.  Background  checks  on 
buyers  must  be  more  extensive, 
particularly  for -first-time  pur- 
chasers, and  the  types  of  guns 
available  over 'the  counter  must 
be  more  tightly  controlled,  as 
must  be  the  carrying  of  con- 
cealed weapons.  Until  yesterday, 
the  Colorado  legislature  was 
debating  an  easing  of  gun  con- 
trols. J 

US  leaders'*  fijfe  now  asking 
aloud  whether  a diminishing 
sense  of  conhnunity  is  the  root 
cause  of  the  violence  at  Colum- 
bine High.  It  is  almost  impossible 
to  measure  t&e  rise  or  fall  of  such 
an  abstract  concept,  but  a society 
which  places  a' just  emphasis  on 
“personal  freedom”,  must  be 
alert  to  expressions  of  “freedom” 
that  could  jleay  its  citizens  the 
liTtimatA  freedom. 
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Rubin’s  views 


When  Robert  Robin  talks,  the 
world’s  financial  community 
listens.  In  bis  speech  yesterday, 
the  US  treasury  secretary,  gave 
a clear  indication  of  bow  far  US 
official  opinion  has  moved  in 
response  to  the  exceptional 
events  of  the  past  few  years. 

Mr  Rubin  holds  fast  to  the 
belief  that  “a  market-based  sys- 
tem provides  the  best  prospect 
for  creating  jobs,-  sparring-eco- 
nomic activity  and  raising  liv- 
ing standards”.  Yet  he  also 
recognises  that  “the  experience 
of  the  past  two  years  has  pro- 
vided important  insights  on. 
how  we  can  best  go  forward”. 
So,  indeed,  it  has. 

Perhaps  clearest  of  all.  the 
world  has  learned  something 
about  exchange  rates.  As  Mr 
Rubin  notes,  “at  the  centre  of 
each  recent  crisis  has  been  a 
rigid  exchange  rate  regime  that 
proved  ultimately  unsustaina- 
ble”. From  this  he  concludes, 
rightly,  that  the  international 
community  should  provide 
large-scale  finance  to  countries 
intervening  heavily  to  defend 
an  exchange  rate  peg  only,  in 
exceptional  circumstances. 

Currency  boards  are  a possi- 
ble exception.  In  the  extreme, 
countries  may  even  wish  to 
adopt  another  currency  as  their 
own.  Dollarisation,  much  dis- 
cussed in  ij*tip  America,  is  evi- 
dently of  interest  to  the  US. 
While  not  opposing  the  idea,  Mr 
Rubin  warns  that  it  would  be 
inappropriate  for  the  US.  to 


extend  bank- supervision,  pro- 
vide Fede&lTteserve  lender-of- 
last-resortJfaEEJlities  or  alter  US 
monetary  policy,  in  response. 
Yet  these  ^warnings  do  at  least 
seem  to  leave  open  the  possibil- 
ity of  sharing  seignorage. 

Mr  Rubin's  views  on 
exchange  rates  are  of  particular 
interest,  but  what  be  said  in  at 
least  ram  other  areas  is  well 
worth  nitiAs*.  «**  »>  *, 

■ First,  'hfiMS  fairly  tough  on 
private  creditors.  He  reminds 
them  that  those  who  are  well 
rewarded  for  taking  high  risks 
cannot  be- surprised  if  debts  are 
not  alw&g&  jpdd  in  AiD,  or  on 
time.  Mojfcoyer,  official  funds 
should  occasionally  go  to  coun- 
tries in  arrears  to  private  credi- 
tors. Again,  provisions  in  bond 
contracts  should  be  changed  to 
facilitate  creditor  coordination. 

Second.  Mr  Rulma  notes  , the 
case  for  limiting  emerging  mar- 
ket exposure  to  short-term  for- 
eign currency  debt.  He  does  not 
even  reject  Gib  idea  of  taxing 
such  flows,  though  “like  all  con- ' 
trola,  they  can  be  difficult  to 
administer  and  can  in', 

effectiveness,  over  time”. 

ft  is  neither  feasible  nor  desir- 
able to  eliminate  the  risk  of 
financial  crisfcsr  The  only  wqy 
to  do  so  wotfld'be  to  eliminate 
financial  markets  altogether. 
Nevertheless,  - the  worid  can  be 
made  a safer ‘place.  MrRnbin’s 
speech  suggests  a few  Impor- 
tant steps  are1,  being  taken 
towards  that  objective.  ' 
r.iW’  ■ ■ ’ 


Terror  in  Timor 


Far  away  from  Kosovo,  a human 
catastrophe  of  a similar  nature  is 
unfolding  in  East  Timor.  The  for- 
mer Portuguese  colony,  which 
was  annexed  by  Indonesia  In 
1976,  has  been  offered  a choice 
between  autonomy  and  outright 
independence  by  Indonesia’s  new 
president  B J.  Habibie. 

Regrettably  the  offer  has  been 
accompanied  by  mi  alarming 
upsurge  of  violence  instigated  by 
pro-Jakarta  paramilitary  forces, 
apparently  armed  by  the  Indon- 
esia military  and  bent  on  terror 
icing  the  population  into  reject- 
ing independence. 

Indonesia’s  offer  was  a wel- 
come and  unexpected  change 
from  the  approach  of  former 
President  Suharto.  But  the  vio- 
lence is  also  an  indication  of  how 
little  control  the  government 
exercises  on  the  ground,'  even 
over  its  own  armed  forces,  it 
underlines  the  widespread,  con- 
cern that  lawlessness  could  spffl 
over  into  the  rest  of  the  region. 

This  week  Mr  Habibie  has 
accepted  the  need  for  interna- 
tional support  in  organising  a ref- 
erendum on  his.  offer  later  this 
year.  Yesterday  also  brought  a 
formal  truce  between  waning 

parties  in  the  territory. 

How  long  it  will  last  though,  is 
questionable.  Ultimately  some 
form  of  international  peacekeep- 
ing force  will  be  needed  to  safe- 
guard transition  in  East  Timor, 
aswell  as  the  right  rf  people 
to  determine  their  own  future. 

Organising  such  a force  may  be 


difficult  given  that  Nato  govern- 
ments are  distracted  In  Kosovo, 
while  Asia  is  pitifully  unable  to 
' resolve  problems  on  its  own  door- 
step. Chinese  or  Japanese  peace- 
keeping'troops  would  be  unthink- 
able. while  neighbouring  coun- 
tries have  little  Stomach  either. 
Even  Australia,  Indonesia’s  dose 
neighbour,  has  misgivings  about 
shouldering  too  much  of  a bur- 
den alone.  _ f . 

■ A UN  presencefd  Bast  Timor 
would  be  less  cp^troversial  if 
. Indonesia  had  accepted  Portu- 
gal's right  to  recover  its  sover- 
eignty as  a prehmfe  to  formal 
independence-  Ideally  that  would 
be  the  outcome  of  today’s  talks 
. between  Indonesia1  and  Portugal 
at  the  UN:  But  the, solution  is 
unlikely  to  be  that  simple. 

East  Timor's  smaff  population 
would  struggle  In  thtffeuirent  cli- 
mate of  violence  airf^ecessfon.  to 

- he  viable  as  an . independent 
country,  whfle  POrtugal  has  been 

- careless  in  shedding  its  colonies; 
witness  the  current'mess  it  is 
creating  in  Macau.  A^bng  period 
of  transition  with  fiSst  Timor 
enjoying  autonomy  wfthin  Indon- 
esia semns  desirable. 

But  this  solution  ’ will  only 

work  if  law  and  ordtfr  prcrail& 
Even  from  Mr  HabDrie’S  point  or 
view,  therefore,  an  oiitSfde  peace- 
keeping presence  will  Be  needed. 
The  sooner  aD  .sides  a&ept  this 
feet,  th^  better.  Mr  Hs&lble  may 
:be  a lame  duck,  but  nefo  he  has 
opened  the  issue,  it  ednnot  be 
dosed: 


Keeping  above  the  fray 


I n terms  of  European  poli- 
tics, Deutsche  Telekom’s 

plaits  to  merge  with  Tele- 
com Italia  have  pitched 
phlegmatic  Teutons  against  inter- 
ventionist Romans. 

While  Italian  ministers  flapped 
over  Deutsche  Telekom's  poten- 
tial dominance  of  the  proposed 
new  group,  the  Bonn  government- 
attempted  to  remain  detached.  It 
stuck  as  closely  as  it  could  to  a 
policy  of  not  intervening  in  com- 
mercial matters  - Insisting  plans 
to  sdl  offlts  72  per  cent  stake  in 
Deutsche  Telekom  only  “over 
time”  remained  unaltered. 

The  German  gave  some  ground 
in  Its  letter  to  the  Italian  govern- 
ment yesterday  by  indicating 
that  it  would  support  the  idea  of 
equality  between  the  two  compa- 
nies in  the  boardroom.  Further- 
more, it  had  its  own  reasons  for 
not  being  pushed  into  a prema- 
ture sell-off  of  its  stake.  It  wants 
to  time  any  sale  to  maximise  the 
proceeds,  and  so  help  the 
strained  federal  budget. 

Nonetheless,  Germany’s  tactics 
have  demonstrated  more  than  Zip 
service  to  the  idea  that  Europe’s 
biggest  companies  should  be 
exposed  to  frill  international  mar- 
ket forces  without  political  inter 
fence.  “When  we  say  privatisa- 
tion, then  we  mean  it,”  says  one 
Bonn  finance  ministry  official. 
“{Unlike  Italy]  We  don’t  have  a 
golden  share." 

The  government  has  demon- 
strated a similar  attitude  in  its 
handling  of  Deutsche  Post,  the 
German  mail  service  due  for  pri- 
vatisation in  the  9econd  half  of 
2000.  TO  the  alarm  of  postal  rivals 
in  other  countries,  Deutsche  Post 
has  embarked  oh  a spree  of  for- 
eign acquisitions  unhindered  by 
the  government 
Uncharacteristically,  Gerhard 
SchrOder,  Germany’s  Social  Dem- 
ocratic chancellor,  is  taking  a 
low  profile.  As  stale  primp  minis- 
, ter  in  Lower  Saxony  until  last 
September’s  election,  he  even 
bought  a local  steel  works  from 
the  Hannover-based  Preussag 
1 group  to  prevent  it  falling  into 
foreign  hands.  But  in  today's  fed- 
eral government,  “intervention  is 
a dirty  word”,  claims  one  SFD-af- 
fihated  finance  ministry  official. 

The  same  has  not  been  true  in 
Italy.  Despite  claims  of  neutral- 
ity, the  Italian  government  has 
been  actively  involved  in  the 
Telecom  Italia  saga  since  Oli- 
vetti, the  telecoms  group,  first 
launched  its  €6Q.4bn  bid  for  the 
former  Italian  state  telephone 
monopoly  In  February. 

Roberto  Colaninno.  the  Olivetti 
chief  executive,  had  previously 
made  the  rounds  of  the  Rome 
political  palasl  Had  he  not  been 
been  given  positive  signals  by  the 
government,  he  would  probably 


Germany’s  attitude  to  state  ownership  contrasts  starkly 
with  that  of  Italy,  write  Ralph  Atkins  and  Paul  Betts 


have  had  second  thoughts  before 
embarking  on  such  a grand 
adventure.  Indeed,  Massimo  D’A- 
lema, ’ the  former  Communist 
prime  minister,  initially 
expressed  his  open  support  for 
Olivetti's  bid. 

Subsequently,  Mr  D'Alema 
retracted  and  has  since  insisted 
he  was  taking,  along  with  the 
rest  of  his  government,  a neutral 
stance  in  Europe's  biggest  post- 
war takeover  battle.  Even  so,  a 
large  section  of  the  government 
has  appeared  to  be  rooting  for  Mr 
Colaninno  and  Olivetti. 

The  fact  that  both  the  govern- 
ment, with  a 3.4  per  cent  stake  in 
Telecom  Italia  and  the  Bank  of 
Italy  with  another  22  per  cent, 
failed  to  show  up  when  Telecom 
Italia  attempted  to  assemble 
enough  shareholders  to  approve 


its  orginal  defence  plan  against 
Olivetti  was  widely  seen  as  con- 
firmation of  the  government’s 
pro-Olivetti  position. 

Its  stance  demonstrates  the 
unwillingness  of  Italian  political 
parties  and  the  government  (with 
the  possible  exception  of  Carlo 
Azeglio  Ciampi,  the  economy 
minister)  to  abandon  deep-rooted 
interventionist  instincts.  If  any- 
thing, these  have  intensified  with 
Europe’s  economic  and  monetary 
Union  and  globalisation  of  busi- 
ness. despite  a far-reaching  Ital- 
ian privatisation  programme. 

The  fear  is  that  Italy,  with  its 
relatively  weak  structure  of  large 
industrial  and  financial  groups 
would  become  open  to  a foreign 
corporate  invasion  as  the  coun- 
try’s old  protective  barriers  broke 
down.  The  country’s  traditional 


industrial  strength  has  come 
from  its  dense  network  of  small 
and  medium-sized  enterprises. 

The  fate  of  Telecom  Italia  has 
proved  this  point.  Its  privatisa- 
tion left  the  company  with  a par- 
ticularly weak  core  of  supportive 
shareholders  accounting  for 
barely  7 per  cent  of  its  voting 
capital.  Large  US  and  UK  man- 
agement investment  funds  had 
acquired  by  far  the  largest  stake, 
with  about  40  per  cent  The  gov- 
ernment was  clearly  uncomfort- 
able, especially  since  it  continued 
to  regard  the  company  as  strate- 
gic to  the  country’s  interests  and 
a national  champion. 

The  Olivetti  bid  offered  an  Ital- 
ian solution  to  the  problem.  If 
successful,  it  would  finally  give 
Telecom  Italia  strong  Italian 
ownership.  Moreover.  Mr  Colan- 


inno and  his  financial  partners, 
mainly  gmaTi  and  medium  sized 
Industrialists  and  financiers  from 
the  rich  north  of  the  country, 
were  seen,  on  the  surface  at  least, 
as  representing  an  evolution  in 
Italian  capitalism  with  a new 
breed  of  small,  aggressive  entre- 
preneurs replacing  the  old  big 
business  and  political  networks 
of  Turin,  Milan  and  Rome. 

Unfortunately  for  the  govern- 
ment, Franco  Bernabe,  Telecom 
Italia's  chief  executive,  refused  to 
play  the  Italian  game.  After  the 
initial  shock  of  finding  most  of 
the  government  supporting  his 
rival,  he  decided  to  fight  back 
taking  the  battle  on  an.  interna- 
tional scale. 

The  tensions  culminated  at  the 
start  of  this  week  when  Mr 
D’Alema  insisted  on  German  gov- 
ernment commitments  to  ensure 
parity  in  the  merger  and  the  pri- 
vatisation of  Deutsche  Telekom. 

For  a while,  the  German  gov- 
ernment appeared  in  a diipirima. 
Should  it  make  concessions  to 
Italy  so  the  deal  could  proceed? 
In  reality,  it  had  little  choice  but 
to  maintain  its  stance.  Deutsche 
Telekom  is  planning  a capital 
increase  in  June.  Stock  markets 
could  not  have  been  expected  to 
absorb  the  sale  of  government 
shares  as  well  in  the  short  term. 

Over  the  medium  term,  the 
government  needs  a strong  Deut- 
sche Telekom  price  if  it  is  to 
maximise  privatisation  receipts. 
“The  financial  framework  within 
which  the  government  is  moving 
is  very  tight,”  says  Ulrich  Ramm. 
chief  economist  at  Commerzbank 
in  Frankfurt 

Moreover,  to  have  made  overt 
concessions  in  favour  of  Deut- 
sche Telekom  would  have 
exposed  Bonn  to  charges  of  dis- 
crimination. MarinPBWiannt  the 
DQsseldorf-based  group  which  is 
Deutsche  Telekom’s  strongest 
domestic  challenger  and  also  has 
telecoms  interests  in  Italy,  had. 
already  warned  the  government 

haij  fo  taVp  Bn  Tm  partial  stance. 

But  the  feet  that  it  has  been 
forced  to  spell  out  its  adherence 
to  commercial  freedom  could 
have  wider  implications  for 
Bonn’s  hitherto  sluggish  privati- 
sation programme.  This  has 
foiled  to  match  the  pace  seen  in 
some  other  countries,  and  has 
not  fully  captured  the  public 
imagination. 

Mr  Ramm  of  Commerzbank 
argues  “there  is  a lot  of  privisa- 
tion  potential”  in  Germany  given 
the  government's  holdings  in 
Deutsche  “Rahn,  the  federal  rail- 
way and  Deutsche  Post  If  the 
German  government  is  so  clear 
about  divesting  management  con- 
trol, it  may  not  he  long  before  it 
decides  to  sell  its  economic  inter- 
ests as  welL 


Bad  echo  down  the  line 

Alan  Cane  describes  the  effect  of  the  proposed  merger  on  the  tangled  lines  of  Europe’s  telecommunications  alliances 


In  the  telecommunications 
industry,  wnall  changes  in 
ownership  send  ripples 
through  alliances,  partner^ 
1 ships  and  cross-shareholdings. 
Large  realignments  such  as  the 
| proposed  merger  between  Deut- 
sche Telekom  and  Telecom  Italia 
could  have  repercussions  on  a 
grand  scale. 

, One  example  is  the  potential 
effect  on.  France  Telecom,  which 
In  recent  years  has  been  deepen- 
| tag  its  relationship  with  Deut- 
I sche  Telekom  and  will  have  to 
I rebuild  its  international  strat- 
egy. The  two  companies  are 
equal  partners  in  Atlas,  an  affi- 
ance designed  to  provide  commu- 
[ mentions  services  to  mtdtina- 
tUraal  customers.  Atlas,  in  turn. 


is  a partner  with  Sprint  of  the 
US  in  Global  One,  an  interna- 
tional alliance  established  for 
the  same  purpose. 

The  floture  of  Globa]  One  is  in 
question.  Sprinthas  refused  to 
approve  the  venture’s  spending 
plans  for  this  year  because  of 
poorer  than  anticipated  financial 
returns.  The  partners  are  still 
negotiating  on  the  issue. 

France  Telecom  is  also  a part- 
ner with  Deutsche  Telekom  in 
WIND,  a new  fixed  and  mobile 
operator  in  Italy  in  which  the 
electricity  utility  Enel  has  a 
majority  stake.  France  Telecom 
h as  already  made  clear  that 
Deutsche  Telekom  would  have  to 
pull  out  of  the  deal  If  the  Tele- 
com Italia  merger  goes  ahead. 


WIND  itself  believes  Deutsche 
Telekom  has  breached  a share- 
holding pact  which  forbids  nego- 
tiations with  a competitor. 

Ftance  Telecom  and  Deutsche 
Telekom  are  also  linked  in  Swit- 
zerland through  a fixed  wire 
operator  called  Multilink  and  in 
the  UK  through  MetroHolcttngs 
which,  in  combination  with  the 

UK  operator  Energis,  is  buBdlng 
fibre  optic  networks  around 
major  financial  centres.  This  lat- 
ter venture  could  survive;  the 
partners  are  collaborating  on 
building  infrastructure  but  com- 
peting in  services. 

In  Germany,  the  merger  wil) 
dash  Olivetti’s  hopes  of  acquir- 
ing Telecom  Italia  and  damage 
the  growth  plans  of  Mannes- 


mann’s  telecoms  arm.  One  of 
Europe’s  fastest  growing  tele- 
coms groups,  Mannesmann  had 
agreed  to  buy  the  telecoms  inter- 
ests Olivetti  already  owned  in 
the  event  of  a successful  bid  for 
Telecom  Italia. 

A merger  would  also  have  big 
consequences  for  the  Austrian 
market  where  both  Deutsche 
Telekom  and  Telecom  Italia  have 
made  significant  investments. 
Deutsche  Telekom  has  just 
bought  out  most  of  the  other 
shareholders  in  maxjnobiL  Aus- 
tria's second  largest  cellular 
operator  - a development  which 
Ron  Sommer,  Deutsche  Tele- 
kom’s chairman,  said  exempli- 
fied the  group's  plans  to  improve 
its  competitiveness  in  Europe. 


OBSERVER 


Blood's  thicker 
than  water 

Goldman  Sachs  may  become 
just  another  trig  financial 
corporation  next  month  when  It 
abandons  130  years  of 
partnership  and  launches  its 
initial  public  offering.  But  It 
retains  a few  vestiges  of  the 
family  firm  it  ahee  was. 

When,  the  newly  formed 
Goldman  Sadis  Inc  appears,  its 
board  will  include  John  L 
Weinberg;  the  son  of  Sidney 
Weinberg,  who  more  or  less  ~ 
created  the  modem  Goldman 
Sachs  during  40  years  In  charge. 
' John  also  ran  the  firm,  though 
he  managed  only  a 14-year  stint 
.which  ended  in  I960.  But  he's 
stiB  seen  on  the  trading  floor, 
exhorting  the  troops  with  his. 
enigmatic  rallying  cries.  Trees 
dontgrowtothe  sky^isooe  ' 
favourite. 

It  doesn’t  end  mere.  Hte  son 
. John  S Weinberg  jointly  heads 
the  unit  In  charge  of  corporate 
client  relationships,  white  Peter 
Weinberg,  Sidney’s  grandson ' 
and  John  ,Lrs  nephew,  b/among 
other  things,  deputy  chairman  of 
Goldman’s  European  operation. 

Both  men  wlfl  be  members  of 
Goldman's  partnership 
committee,  which  wffl  hefa  • 
distribute  goodies  from  the 
partnership  pool  - part  of  an 
effort  to  maintain  the  traditional 
values  fostered  by  their 
grandfather.  Fami fyfirm  lit  may 
no  longer  be,  but  Goldman 


stffl  remembers  its  roots. 

Trading  places 

Bangkok  Isn’t  best  pleased.  A 
couple  of  years  ago  Washington 
put  Thai  backs  up  by  showing 
Indifference  to  a little  local 
economic  difficulty  - which 
turned  out  to  be  the  start  of  foe 
Asian  crisis. 

Now  the  Thais  are  feeling . 
snubbed  agate.  Prime  mhvster 
Chuan  Leekpai  is  annoyed  that 
the  US  has  given  a lukewarm 
response  to  Thailand's  candidate 
to  head  the  Work!  Trade 
Organisation. 

The  battle  to  become  trade 
supremo  is  still  deadlocked, 
though  the  US  insists  that 
Washington,  which  backs  New 
Zealander  Mike  Moore,  wouldn’t 
block  Bangkok’s  man  Supachal 
Panitchpakdl  if  a consensus 

emerges. 

That  line  might  not  assuage 
Thailand’s  wounded  pride  for 
tong.  And  Its  prime  minister  has 
other  reasons  to  hope  Supachal 
gets  the  job.  After  all,  if  Supachal 
I did  make  it  to  Geneva,  his 
I criticisms  of  the  government's 
economics  won’t  exactly  be 
missed. 

Benign  bankers 

Theodoras  Karatzas,  top  dog  at 
the  National  Bank  of  Greece, 
wants  to  do  good  in  the  worid. 
As  Nato’s  war  in  Yugoslavia 
rumbles  on,  the  Greek 
government  is  calling  for  more 


investment  in  war-weary  Albania 
and  Macedonia  to  help  stop  the 
region  from  falling  apart 

Karatzas  has  given  the 
go-ahead  lor  his  state-owned 
bank  to  expand  Its  branch 
network  in  lawless  Albania. 

Profits  may  be  slim  at  first  but 
there’s  plenty  of  mattress  money 
around. 

There’s  also  something  of  a 
windfall  opportunity  at  frame. 
Greek  banks  are  fuming  at 
government  plans  to  hold  back 
bank  credit  and  keep  inflation 
down.  They'll  have  to  pay  heavy 
penalties  if  their  loan  books 
overshoot  toe  quarterly  ceffing  of 
3 par  cent  growth. 

But  not  National.  It  may  be 
Greece’s  biggest  bank,  but 
because  National  increased  loans 
by  much  less  than  its  rivals  last 
year,  Karatzas  wiB  be  able  to 
attend  to  needy  borrowers  who 
can’t  get  attention  elsewhere. 

And  Observer  thought  there 
weren’t  any  good  Samaritans  left. 


Mipsrint 


ABN  Amro,  the  dour  Dutch  bank, 
is  shuffling  a Bttfe  further  towards 
transparency. 

its  chairman  Jan  Kaiff  revealed 
yesterday  that  last  year  he'd 
earned  just  over  $750,000,  plus 
share  options.  Exact  amounts  for 
what  directors  netted  will  have  to 
wait  till  next  year. 

But  Kaiff  did  note  their  options 
were  “barely  in  the  money". 
That’s  partly  because  ABN 
Amro's  underperformed  since  its 


failed  lunge  at  Gdrterale  de 
Banque  in  Belgium  last  May  - a 
fact  not  reflected  in  the  repot 
and  accounts  set  out  yest&day. 

Instead  of  leading 
Amsterdam’s  AEX  index,  as  two 
chats  purport  to  depict,  the 
bank  has  been  a laggard. 

The  snafu  was  discovered  too 
late  even  to  insert  erratum  slips 
into  the  116,000  copies  being 
distributed  worldwide. 

ABN  has  been  fulsome  with 
the  apologies.  But  it’s  quite  a 
boo-boo.  And,  even  if  time 
allowed,  ft  would  have  taken  a 
chunk  of  Kafirs  salary  to  pulp 
the  lot  and  reprint 

Slacking  off 

Slackers  in  recession-plagued 
Colombia  are  about  to  get  a rude 
awakening.  A conservative 
congressman  wants  to  lift  toe 
economy  by  doing  away  with 
Columbia's  endless  bank 
holidays. 

Under  his  outrageous  scheme, 
Colombians  used  to  18  official 
holidays  a year  would  be  left  with 
a mere  five. 

Evan  worse,  he  wants  to  repeal 
one  of  the  best  loved  laws  in 
Colombian  jurisprudence,  which 
shifts  most  holidays  to  Mondays, 
providing  tong  weekends  galore. 

But  opponents  of  toe  bill 
needn’t  lose  any  sleep.  Unions 
and  politicians  aplenty  have 
vowed  to  fight  the  proposal  to 
the  bitter  end: 

That  is.  If  they’re  not  too  busy 
taking  a siesta. 


Even  In  combination,  Deutsche 
Telekom  and  Telecom  Italia  lack 
sufficient  assets  outside  then- 
borders  to  become  a global 
player  immediately.  They  do  not 
add  up  to  an  International  strat- 
egy,1' says  Tim  Hills  of  the  UK 
consultancy  Analysys. 

The  Italian  company,  however, 
does  have  strengths  in  Latin 
America  which  conld  pose  a 
threat  to  the  expansionist  plans 
of  Telefonica,  the  Spanish  opera- 
tor. 

Moreover,  a combination  of 
Deutsche  Telekom’s  mobile  inter- 
ests with  Telecom  Italia  Mobile 
would  create  a substantial  Euro- 
pean player  - a mobile  operator 
capable  of  challenging  Vodafone/ 
AirTooch. 


100  years  ago 

The  finances  of  Monte  Carlo 
Gambling  is  one  of  the  primary 
Instincts  of  human  natures, 
and  until  human  nature 
undergoes  a radical  change, 
people  will  continue  to  Indulge 
toe  propensity.  Nowhere  in  toe 
world,  however.  Is  this 
propensity  - or  vice,  if  the 
name  be  preferred  - more 
scientifically  catered  for  or 
more  thoroughly  exploited 
than  at  Monte  Carlo.  The 
report  of  the  Casino  Company  , 
brings  to  light  toe  fact  that  foe 
receipts  of  the  tables  for  the  I 
fiscal  year  ended  31st  March  j 
last  amounted  to  the 
astonishing  sum  of  24£00,000 
francs,  or  £980,000.  The  sum 
represents  the  gross  profits  of 
the  tables,  or,  the  loss  which 
tiie  speculative  public  suffered 
as  a result  of  indulging  in 
Rouge  et  Noir  or  Treote  et 
Ouamnte. 


50  years  ago 

Lancashire  cotton  mMs 
All  cotton  firms  In  Lancashire 
are  waiting  for  the  Government 
orders  relating  to  price  control 
The  change  will  have  an 
important  effect  upon  toe 
industry.  The  Yam  Spinners’ 
Association  has  advised  its 
members  that  the  Board  of. 
Trade  has  decided  to  revoke 
toe  orders  in  which  cotton,  and 
cotton  waste  yams  are  . - 
statutorily  controlled  in  price. 


12 


- -I-..*  ." 


YOU'VE  BHH  HABVPf  MOCSlI 
GO  STRAIGHT  IO 

PRISM 

^ 

WIN  A MBU.  FOR  TWO  WITH  CHAMPAGNE 


www.gotoprism.com 


FINANCIAL  TIMES 


THURSDAY  APRIL  22  1999 


THE  LEX  COLUMN 


Engaged  tone 


The  €175bn  ($187bn)  merger  between 
Telecom  Italia  and  Deutsche  Telekom 
was  still  struggling  last  night  to  haul 
itself  on  to  the  runway.  Even  if  it  suc- 
ceeds. will  it  ever  get  airborne?  The  odds 
are  looking  healthier.  The  first  potential 
deal-breaker  has  been  dodged,  if  not 
wholly  overcome. 

Despite  the  German  government's 
refusal  to  cave  in  to  Italian  demands  that 
it  sell  quickly,  or  waive  voting  rights 
over  its  72  per  cent  stake  in  Deutsche, 
the  deal  still  seems  intact.  In  part,  this 
reflects  the  determination  of  Franco  Ber- 
nabe,  Telecom  Italia's  chief  executive,  to 
consummate  it.  He  seems  willing  to 
accept  a mushy  compromise  whereby 
Bonn  promises  not  to  use  its  40  per  cent 
stake  in  the  merged  group  to  intervene 
in  its  affairs.  Given  this,  the  Italian  gov- 
ernment is  surely  unlikely  to  use  its 
golden  share  to  block  the  deaL 

Mr  Bemabe  is  certainly  going  to  need 
all  his  grit  Formidable  obstacles  to  the 
deal  remain.  For  one  thing,  the  European 
Commission  is  threatening  to  haul  It 
through  a long  investigation.  There  is 
also  the  issue  of  management.  Talk  of  an 
annually  rotating  chairmanship  suggests 
fudgy  consensus-based  decision-making 
in  exceisis.  in  price  terms,  the  expected 
opening  shot  of  €12  a share  implied  by 
Deutsche’s  closing  price  looks  reason- 
able. It  is  above  Olivetti's  €11.50  rival  bid 
- if  not  by  much.  But  Olivetti  has  an 
advantage:  its  offer  is  further  advanced 
and  faces  fewer  obstacles.  Mr  Bemabe 
still  has  much  persuading  to  do. 

US  accounting 

Last  dip  in  the  pool,  anyone?  The 
FASB,  the  US  accounting  watchdog,  has 
Anally  plucked  up  courage  and  outlawed 
pooling  of  interests  - those  wonderful 
rules  under  which  General  Motors  could 
buy  the  comer  dealership  and  call  it  a 
merger  of  equals,  thus  preventing  tax 
and  goodwill  charges  from  depressing 
earnings. 

In  the  short  run,  this  may  even  accel- 
erate merger  and  acquisition  activity  as 
companies  rush  to  deal  before  the  new 
rules  come  Into  force  in  late  2000.  But 
Investment  bankers  are  worried  about 
the  longer-term  impact  on  their  business. 
Not  without  reason.  Pooling  mergers 
have  grown  from  2 per  cent  to  more  than 
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30  per  cent  of  all  M&A  transactions  in 
the  US  over  the  past  seven  years. 

In  fact,  FASB  is  doing  everyone  a 
favour.  By  eliminating  pooling  it  will 
force  investors  and  managers  to  drop 
their  unhealthy  obsession  with  account- 
ing earnings  and  look  at  cash  flows 
instead.  That  will  force  companies  to 
think  harder  about  whether  a deal  cre- 
ates real  value.  Sensible  transactions  will 
still  get  shareholders'  backing,  as 
Vodafone/AirTouch  has  proved,  and 
those  based  on  financial  engineering  and 
accounting  tricks  should  become  harder 
to  make.  It  also  brings  the  US  into  line 
with  international  practice,  levelling  the 
playing  field  for  foreign  bidders. 

Endesa  Chile 

Whatever  the  result  of  the  bruising  bid 
battle  between  Spam's  Endesa  and  Duke 
Energy  of  the  US  for  control  of  Endesa 
Chile,  the  real  winners  will  be  the  elec- 
tricity generator's  48,000  minority  share- 
holders. Throughout  the  contest,  Chile's 
stock  market  regulator,  the  SVS,  has 
never  lost  sight  of  the  real  issue:  the 
rights  of  the  little  people  against  the 
eight  powerful  pension  fond  administra- 
tors that  together  hold  a deciding  26  per 
cent  stake  in  Endesa  Chile.  Tie  SVS  has 
scrupulously  amended  the  bid  timetable 
so  all  investors  will  have  ample  opportu- 
nity to  re-tender  their  shares  to  the  win- 
ning offer  once  It  emerges  tomorrow. 

As  for  the  bids  themselves,  Duke’s 
offer,  at  275  pesos  for  60  per  cent,  is 
cleaner  since  it  mops  up  more  of  the 


free-standing  shares  in  Endesa  Chile, 
whose  price  is  expected  to  plunge  once 
one  or  other  bidder  gains  control.  But 
the  Spanish  contender’s  higher  offer  of 
360  pesos  a share,  albeit  for  just  34.7  per 
cent  of  the  equity,  gives  it  the  edge. 
Since  it  holds  25.3  per  cent  and  is  getting 
easy  with  the  pension  funds,  it  will  prob- 
ably get  the  majority  it  wants  easily. 

The  wider  question  for  Chile,  in  need 
of  new  investment  in  the  electricity  sec- 
tor, is  which  group  provides  the  vision 
and  deep  pockets  to  realise  the  country's 
potential  as  the  power  hub  of  Latin 
America.  Both  have  promised  much, 
although  Duke's  proven  record  in  energy 
trading  and  marketing  makes  it  look  tbe 
better  bet  on  this  score. 

Bank  of  Scotland 

With  Bank  of  Scotland's  share  price 
close  to  its  all-time  high  at  the  start  of 
this  week,  some  profit-taking  looked  in 
order.  But  if  the  reason  for  yesterday's 
share  price  fall  was  the  22  per  cent  rise  - 
to  £268m  ($431 -5m)  - in  bad  debt  provi- 
sions, this  is  a bit  depressing.  It  is  a 
negligible  price  to  pay  for  operating 
profit  growth  of  IS  per  cent  - to  more 
than  £2 bn  at  ongoing  businesses.  And 
with  evidence  mounting  of  a soft  landing 
for  the  UK  economy,  the  cynical  view 
that  BoS  has  bought  market  share 
through  imprudent  lending  will  barely 
be  tested.  Its  history  Is,  in  any  case, 
much  freer  of  banana  sldns  than  the 
likes  of  Barclays  or  National  Westmin- 
ster. And  the  risks  attached  to  its  largely 
domestic  lending  are  rather  less  than 
those  of  a Standard  Chartered  with  its 
emerging  market  Mas. 

The  challenge  for  BoS  is  to  keep 
repeating  the  trick  of  expanding  lending 
by  around  15  per  cent  a year  while  curb- 
ing costs.  With  a UK  market  share  of  less 
than  7 per  cent,  the  volume  story  has 
some  way  to  run.  But  as  interest  margins 
are  squeezed  and  bad  debt  provisions 
nudge  up,  it  becomes  more  difficult  to 
show  double-digit  earnings  growth.  A 
more  normal  tax  bill  should  help  this 
year,  economic  recovery  next 

Some  might  justify  BoS's  premium  to 
several  of  its  peers  in  terms  of  potential 
merger  activity.  That  looks  premature, 
and  after  yesterday's  price  foil  no  spice  is 
needed  beyond  organic  growth  prospects. 
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Europe  today 

Western  France,  the  Low  Countries 
and  northern  Germreiy  wffl  have 
showers  while  central  France  and 
southern  Germany  wiH  be  drier. 
Poland  and  the  northern  Balkans 
wiH  see  more  persistent  rain  but 
the  southern  and  western  Balkans 
will  be  dry  with  sunshine.  Central 
and  eastern  parts  of  the 
Mediterranean  wiH  have  sunshine. 
Southern  Spain  will  be  sunny  but 
cloud  will  move  into  the  north-west 
followed  by  rain.  Most  of 
Scandinavia  will  have  sunny  spefts, 
but  showers  wHI  move  into  the 
south. 

five-day  forecast 

North- western  Europe  will  be 
unsettled  with  rain.  Central  Europe 
will  be  mainly  dry  tomorrow  but  wHI 
see  outbreaks  of  showery  rten  over 
the  weekend.  The  Mediterranean 
wiH  be  mainly  sunny  but  northern 
Spain,  Italy  and  Greece  wffl  have 
showers  at  times.  Scandinavia  wiS 
be  showery  but  relatively  mild. 
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for  pegged  exchange  rates 

Rubin’s  shift  in  stance  aims  to  prevent  emerging  market  crises 


By  Stephen  Fftfler  in  Washington 

The  US  signalled  yesterday  that  big 
international  financial  packages  led 
by  the  International  Monetary  Fund 
should,  as  a general  rule,  no  longer 

be  used  to  support  pegged  exchange 

rates. 

The  shift  in  approach  came  in  a 
significant  policy  speech  by  Robert 
Rubin.  US  treasury  secretary,  before 
this  weekend's  meeting  of  leading 
finance  officials  of  the  Gronp  of 
Seven  industrialised  countries  and 
the  spring  meetings  of  the  IMF  and 
World  Bank. 

His  remarks  reflected  developing 
views  on  bow  tbe  global  financial 
system  should  be  altered  to  reduce 
the  frequency  of  financial  crises  of 
the  type  that  have  afflicted  emerging 
economies  since  Mexico's  devalua- 
tion in  1994.  Crises  in  Asia,  Russia 
and  Brazil  have  all  stemmed  from 
pegged  exchange  rates  that  proved 

iiTunistflinahlw. 

Mr  Rubin  said  emerging  econo- 
mies should  adopt  either  a flexible 
exchange  rate  or  a strong  institu- 


tional mechanism  such  as  a cur- 
rency board  that  would  fix  a credible 
rate.  “As  a matter  of  policy,  we 
believe  that  the  international  com- 
munity should  not  provide  excep- 
tional large  scale  finance  to  coun- 
tries intervening  heavily  to  defend 

an  exchange  rate  peg,”  he  said. 

But  he  allowed  caveats  where 
such  support  might  be  available  - 
for  example,  where  institutional 
arrangements  were  strong  or  when  a 
devaluation  would  pose  risks  to  the 
international  financial  system  — the 
policy  suggested  by  his  speech 
would  presumably  have  ruled  out 
the  large  financial  packages  for  Rus- 
sia and  Brazil  that  ended  in  failure. 

Mr  Rubin  said  he  believed  those 
judgments  were  correct  but  if  was 
“important  to  shape  expectations 
about  tbe  official  response  going  for- 
ward, as  this  will  have  an  important 
impact  on  policy  choices  and  we 
want  to  strengthen  incentives  for 
the  adoption  and  maintenance  of 
sustainable  exchange  rate  regimes”. 

His  speech  also  emphasised  the  US 
desire  to  see  contracts  in  bond  issues 


changed  to  improve  creditor  coorS-^ 
nation  in  the  event  of  a financial 
crisis.  He  also  said  ofllaal  finance.. 
cfifwiTfl  continue  to  be  available,  to 
.gnrng  countries  in  arrears  with  pri- 
vate creditors. 

Reflecting  growing*  concern  shoot 
the  use  of  offshore  financial  centres 
to  circumvent  regulatkm.  he  said- 
jn-nwging-  the  capital  that  banks  set 
aside  for  lending  to  offcbore  institu-  ^ 
Heins  could  help  discourage  lax'; 
supervision  by  offshore  centres. 

Mr  Rubin  also  went  farther  tfiari’r 
previously  in  accepting  that  a CM.-: 
ean-style  on  short-term  capital 
Inflows  could  be  appropriate.  He  can-  : 
tinned  to  insist  that  they  should  bo 
seen  as  transitional  measures,  that 
did  not  substitute  for  fundamental- 
reform  of  financial  systems. 

He  added  that  rules  on  bank  capi- 
tal should  be  updated  quickly  to 
pypand  the  number  of  credit-risk  cat- 
egories  »nd  revise  the  rules  on  loans 
to  sovereign  borrowers. 


IMF  spring  meeting,  Page  4 
EtBtoria)  Comment,  Page  11 


Sonia  Gandhi  to  try  to  form 
minority  government  in  India 


By  Marie  Mchotson  In  New  Drihl 

India’s  president  yesterday  asked  the 
Congress  party,  headed  by  Italian- 
born  Sonia  Gandhi,  to  consider  lead- 
ing a government  to  replace  tbe 
ousted  Bharatiya  Janata  Party 
coalition. 

Mrs  Gandhi  said  after  a meeting 
with  KR.  Narayanan,  the  president, 
that  she  would  seek  to  form  a minor- 
ity government  but  would  need  two 
days  to  shore  up  parliamentary 
support 

Doubt  was  thrown  on  her  claims 
of  support  however,  when  commu- 
nist and  regional  parties  refused  to 
commit  themselves  to  supporting 
Congress. 

They  insisted  instead  on  a secular 
coalition  led  by  Jyoti  Basu,  tbe  vet- 
eran communist  chief  minister  of 
West  Bengal.  In  a further  twist,  Mr 
Basu’s  own  party  later  rejected  his 
candidacy. 

Mrs  Gandhi  said  Mr  Narayanan 
had  asked  her  to  “explore  the  possi- 
bility of  a Congress-led  government” 


but  had  also  required  written  proof 
that  her  party  could  command  a 
majority  in  the  543-seat  house.  She 
claimed  she  could  provide  this 
“within  two  days”  and  that  Congress 
would  “form  a government  on  its 
own,  with  outside  support". 

However,  though  Congress  is  sec- 
ond only  to  the  BJP  in  India's 
fragmented  parliament  it  has  only 
142  MPs. 

The  BJP,  meanwhile,  submitted  to 
the  president  letters  of  support  from 
its  own  allied  parties,  maiming  it 
had  the  backing  of  270  MPs  - just 
two  short  of  a working  majority. 
L.K.  Advani,  a senior  BJP  leader, 
said  the  move  aimed  to  show  that 
the  BJP  was  the  only  party  that 
could  provide  a stable  administra- 
tion. but  added:  “We  did  not  stake  a 
claim  to  form  the  government." 

In  tbe  messy  arithmetic  of  India's 
current  parliament.  Congress 
requires  the  full  backing  of  every 
MP  who  voted  against  the  BJP  in 
last  Saturday’s  confidence  vote. 

Mrs  Gandhi  admitted  to  reporters 


that  several  Important  allies,  includ- 
ing the  37  MPs  of  the  Rashtrlya  Lok- 
tantrik  Morcha,  had  still  not  been 
persuaded  to  back  her  party,  but 
said  she  was  confident  of  winning 
their  support  She  refused  to  conform 
that  she  would  be  her  party’s  candi- 
date for  prime  minister. 

Meanwhile,  a special  sitting  of  par- 
liament foiled  to  pass  the  BJP’s  bud- 
get, despite  this  week's  agreement 
between  Congress  and  BJP  leaders 
to  approve  the  finance  bill  without 
amendments.  Parliament  was  repeat- 
edly adjourned  as  BJP  MPs  dis- 
rupted proceedings,  protesting  that 
Congress  was  indulging  in  “horse- 
trading”  to  secure  a majority. 

Mr  Narayanan  summoned  senior 
BJP  leaders,  including  Yashwant 
Sinha,  finance  minister  in  the  ousted . 
coalition,  to  urge  them  to  rein  in 
BJP  parliamentarians  and  pass  the 
bill.  Mr  Sinha  said  after  the  meeting 
that  he  expected  the  budget  to  pass 
today. 


Retoctait  joins  the  hopeful,  Page  6 
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Deutsche  Bank's  strength,  commitment  and 
specialist  expertise  delivered  from  a global 
platform  create  solutions.  Our  proven  strength 
in  derivatives  across  a full  spectrum  of 
products  can  enable  clients  to  manage  risk 
more  effectively  or  structure  investments  to 
meet  their  requirements. 

Our  ability  to  deliver  consistently  with 
excellence  has  been  independently 
recognised.  I PR's  Derivatives  House  of  the 
Year  award  and  consecutive  No.l  rankings 
from  Risk  magazine's  annual  poll  of  corporate 
treasurers  are  proof  of  our  success  in  helping 
clients  achieve  their  investment  and  risk 
management  objectives. 

Now  is  the  time  to  let  our  strengths  defiver 
solutions  for  you. 


For  further  information  please  call 
Deutsche  Bank  Global  Markets: 

+44  171  645  2539 
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Donors  give  Russia  soft  ride 

Club  of  official  creditors  may  not  push 

This  contrasts  with  the  strict 
demands  donors  made  of  Pakistan.  Page  20 

Hoya  keeps  shareholders  in  sight 

Hoya,  the  Japanese 
optical  glass  manufac- 
turer, has  outperformed 
the  Topbc  index  on  the 
Tokyo  stock  exchange 
by  350  per  cent  en  the 
pest  five  years.  Despite 
recession,  ft  announced 
record  net  profits  for 
last  year  of  Y17.8bn 
(5151m).  Mamoru 
Yamanaka,  Hera’s 

- __  ....  president  (left),  says  Its 

succ^  is  bum  on  transparency  and  respect  for 
the  rights  of  minority  shareholders.  Page  17 

Anflfo  American  gears  up  for  London 

The  prospectus  fe  expected  today  for  Anglo 
American.  The  diversified  mining  group  moving 
its  listing  from  Johannesburg  to  London  next 
month  following  the  merger  of  Anglo  Amerfcat 
Corporation  of  South  Africa  and  the 
Luxembourg-quoted  Mlnorco.  Page  16 

Swiss  watch  Geberit  offering 

Swiss  investors  are  hoping  that  they  fare  better 
from  plans  by  Doughty  Hanson,  the  UK  lever- 
aged buy-out  company,  to  float  Geberit  the 
Swiss  sanitary  systems  manufacturer,  than  they 
dfcf  from  the  flotation  of  Tag  Heuer,  the  luxury 
watch  company,  three  years  ago.  Page  16 

Key  line  for  Papua  New  Guinea’s  gas 

A 2,655km  natural  gas  pipeline  from  Papua  New 
Guinea  to  Queensland,  Australia,  looks  set  for 
construction  at  a cost  of  $5Mtx\  after  Exxon 
agreed  to  integrate  its  Hides  gas  field  with 
Chevron's  Kutubu  field.  Commodities,  Page  22 

Reddups  ride  Hong  Kong  rally 

New  World  Infrastructure,  the  infrastructure 
investor  in  China,  and  Casco  Pacific,  the  Hong 
Kong-listed  arm  of  the  shipping  and  ports 
group,  raised  a total  of  $252,7 m,  capitalising  on 
the  Hong  Kong  rally  and  renewed  appetite  for 
j redchips.  Page  20 

Tribasa  builds  on  firmer  footings  . 

Grupo  Tribasa,  Mexico’s  debt-ridden  construc- 
tion company,  may  be  on  sound  foundations 
with  its  plans  to  repay  or  restructure  its  borrow- 
ings by  the  end  of  the  year.  It  has  so  far  can- 
celed half  the  S550m  of  corporate  debt  it 
pledged  to  pay  (town  in  January.  Page  14 

Foreign  exodus  keeps  Naurobi  busy 

Nairobi  Stock  Exchange  recorded  its  highest' 
monthly  turnover  of  Ks775m  ($1 1 .8m)  In  March 
as  foreign  investors  puRed  out  Strong  trading  . 
may  also  reflect  a move  by  Kenyans  from  debt 
into  equity.  Emerging  market  focus,  Page  32 


COMPANIES  IN  THIS  ISSUE 

AT&T 

IS  Kuonl. 

18 

Airtours 

18  Lasmo 

28 

Anglo  American 

18  Liberty 

18 

Arm  HokSnga 

2a  Mata  and  Spencer 

28 

Asda 

2q  Men*  Lynch 

13 

Ayala  Land 

17  Mlnorco 

18 

NIL 

18 

BAT 

20 

* 

««  NTT 

•17 

BG 

SB 

M Newcastle  United. 

18 

BP  Amoco 

SB 

hSkko  Securities 

13 

BT 

13 

Nomura 

13 

Bacardi 

4 

Nycomed  Amereham 

28 

Bank  of  Scotland  . 

28 

Pernod  Ricard 

4 

Banna  Developments 

28 

- 

Persimmon 

28 

British  Steel 

28 

PhHppine  AMrtes 

17 

Cable  & Wireless 

<17 

28 

- 

PBdngtan 

Coca-Cola 

13 

Pruden&al 

28 

Dalai 

IT 

17 

Radanesln  Bank 

Daiwa 

IS 

Redraw 

28 

Deutsche  Tetetom 

13 

Schraders 

18 

Enterprise  OR 

28  Se*u 

17 

Festival  Parks  Bur 

18  Sam. 

28 

Flret  Choice 

18  Shed  Transport 

28 

ORE 

28  Singapore  Power 

17 

Oaruda  kidonosna 

17  Swissair 

17 

Hoya 

I7  Telecom  ItaSa 

13 

IDC 

17  Thai  Farmers  Bar* 

.17 

japan  Telecom 

£ 

13  Thomson  TYavsl 

18 

Kingfisher 

28  TiavOfers. 

13' 

CROSSWORD,  Page  22 


Market  statistics' 


ftAms*  reports  dub 
Bendmafc  Sort  DOTS 


Bond  prices  ad  jfafcfe 

CDMMddn  prices 
OMdendsarouncKtUl 
£ms  currency  rata 
Etro  Matas 
Eurobond  pric» 

fixed  WBfBSttaftaa 

trraMWoridin*® 

FTSE  Gold  Mms  Ms 


2627  enaiPvMBrtst  teals.  » 
2D  Ff5E  Morin  Jan  Mas  28 
2D  Foreign  exetange  21 

20  Htejrts*  . » 

2 union  nan  antes  Z8£J 
Mtnagrttafe  amice  23-8S 
Money  owfcXs  ..  2f 
" NewhS  bentftaute  20 
2"  Recent  issues,  i*  . 20 

»StaHennWitite.  w .21 
20  stock  oniteK*  n glance  31 
28  uSHenairiB  ...  a 
28  grid  stock  markets  29 


Telecoms  merger  nears  completion  and 

Bonn  backs  Deutsche  Telekom  link-up  gg£?AiSJg  Japanese 

venture 


By  WHHam  Lawte  ki  New  Ymk 
and  Paul  Betts  la  MOan 


Telecom  Italia's  board  was  last 
night  poised  to  seal  final 
approval  of  the  terms  of  the 
company's  proposed  merger 
with  Deutsche  Telekom  but 
was  still  struggling  to  Iron  out 
last-minute 

Earlier,  the  German  govern- 
ment told  Rome  it  supported 
the  merger  between  Deutsche 
Telekom  and  Telecom  Italia  to 
form  t he  group.  In  a letter  to 
the  Italian  Treasury,  the  Ger- 
man finanff*  ministry  also  said 
Germany  would  support  the 
“parity  principles”  agreed  by 
the  two  companies  to  ensure  a 
union  of  equals.  This  had  been 
a big  concern  of  the  Telecom 
Italia  board. 

If  the  deal  is  completed,  it 
would  create  the  world's  larg- 


est telecoms  group  and  redraw 
the  av*p  of  alliances. 

The  deal  has  been  dogged  by 
doubts  over  whether  the  Ger- 
man apri.  Italian  governments 
could  agree  on  a mutual  share- 
holding structure. 

The  Italian  Treasury  last 
night  said  ft  was  still  holding 
talks  with  the  German  finance 
ministry  to  iron  out  *K)pip  out- 
standing Issues  yet  to  be 
resolved.  Although  the  Italian 
government  only  holds  a 3.4 
per  cent  stake  in  Telecom 
Italia,  it  also  has  a “golden 
share"  giving  it  veto  powers. 

However,  sources  close  to 
the  deal  said  it  envisaged  a 
new  Holding  company  would 
be  set  up  to  make  separate 


offers  to  Telecom  Italia  and 
Deutsche  Telekom  sharehold- 
ers. Deutsche  Telekom  share- 
holders should  end  up  owning 
approximately  56  pa-  cent  of 
the  new  group,  with  Telecom 
Italia  shareholders  holding 
about  .44  per  cent.  This  is 
based  on  the  closing  price  of 
both  companies  on  Friday. 

The  German  government  let- 
ter was  a reply  to  the  Italian 
government’s  demands  that 
Germany  waive  its  voting 
rights  on  its  72  per  cent  stake 
in  Deutsche  Telekom  and  guar- 
anteed parity  of  representation 
In  the  corporate  and  manage- 
ment structure  of  the  new 
combined  group-  Telecom  Ital- 
ia’s board  on  Tuesday  bad  con- 


ditionally approved  the  merger 
plan  imrfittfny  the  4p*») 
not  go  ahead  without  German 
commitment  to  freeze  its  vot- 
ing rights  on  its  stake  as  well 
as  guarantee  parity. 

Although  Germany  made 
Rnrrv»  concegrions  on  the 
of  parity,  Bonn  indicated  it 
was  not  giving  up  its  voting 
rights  but  pursuing  its  existing 
privatisation  policy  of  non 
involvement  in  Deutsche  Tele- 
kom's operations. 

However,  the  new  company 
is  believed  to  have  joint  chief 
executive  officers  along  with  a 
20-member  supervisory  board. 
Hus  will  comprise  five  Tele- 
com Italia  nominees,  five  Deut- 
sche Telekom  nominees  and  10 


nominated  by  the  group’s 
employees  and  unions.  The 
chairmanship  of  **»*»  supervi- 
sory board  will  rotate  annually 
between  Telecom  Italia  and 
Deutsche  Telekom  nominees. 

Telecom  Italia's  ordinary 
shareholders  will  be  bought 
out  at  a ratio  of  three  to  one, 
valuing  Telecom  Kalla's  ordi- 
nary shares  at  between  €126 
and  €12.7  each  based  on  Fri- 
day’s dose.  Deutsche  Telekom 
shareholders  will  be  offered 
one  for  one. 

Holders  of  Telecom  Italia's 
savings  shares  will  be  bought 
wit  at  a ratio  561  to  one. 

Goldman  Sachs  advised 
Deutsche  Telekom.  Credit  Sui- 
sse First  Boston  and  JP  Mor- 
gan advised  Telecom  Italia. 

Lax,  Page  12 


Coca-Cola  shows  signs  of 
recovering  from  slump 

Group’s  earnings  in  line  with  expectations 


By  Betty  Uu  In  Atlanta 


Coca-Cola's  sales  performance 
fn  the  first  quarter  was  not  as 
bleak  as  analysts  predicted, 
reinforcing  hopes  that  the  soft 
drinks  giant  was  set  to  recover 
from  a slump  over  the  past 
year. 

It  reported  first  quarter  earn- 
ings largely  in  i«i»  with  Wall 
Street  expectations  at  30  cents 
a share,  slightly  down  from  35 
cents  in  the  same  period  in 
1998. 

The  company  reiterated  that 
the  slowdown  in  the  world 
economy  triggered  by  the 
Aslan  financial  crias  cut  into 
volumes  and  profits.  But  it 
also  reported  better  than 
expected  volume  growth  in 
key  areas  of  Latin  America 
to>d 'Aria. 

- Unit  case  sales  volume  in 
Brazil,  tor  instance,  Slid  10  per 
cent  - less  than  the  18  per  cent 
decline  some  analysts  were 
expecting. 

Douglas  Ivester,  Coca-Cola 
chairman  and  a chief  architect 


of  the  bottling  system, 
expressed  confidence  that  busi- 
ness conditions  would  improve 
in  the  second  half  of  1999. 

Investors,  who  for  much,  of 
last  year  complained  about  the 
falling  stock  price,  responded. 
The  company's  stock  inched 
up  l-ft  in  early  Wall  Street 
trading  to  66g. 

“One  can  argue  we’re  seeing 
a bottomlng-out  of  perfor- 
mance in  this  business."  said 
Skip  Carpenter,  beverage  ana- 
lyst at  Donaldson,  Lufkin  & 
Jenrette.  “People  are  begin- 
ning to  feel  more  comfortable 
with  the  upgativp  impact  from 
Latin  America.  More  people 
are  comfortable  with  the  view 
that  the  business  is  seeing  a 
growth  trend  again." 

Analysts  said  the  shock 
associated  with  -higher  prices 
in  North  America  should  wear 
off  by  the  second  half  of  the 
year,  boosting  volume  growth 
in  the  company's  core  market 
North  American  volume  slid 
1-5  per  cent  In  the  first  quarter 
compared  with  a 6 per  cent 


rise  in  the  same  period  in  1998. 
The  outlook  was  ghan  boosted 
by  the  prospect  that  invest- 
ments in  anchor  bottlers  all 
over  the  world  should  begin  to 
pay  off  in  the  next  year  or  two 
when  volume  rebounds  and 
fattens  up  profit  margins. 

The  Atlanta-based  company 
has  always  argued  that  its 
long-term  goals  of  investing  in 
anchor  bottlers  and  expanding 
globally  woold  overcome 
short-term  crises.  Instead  of 
pulling  back,  the  company  has 
continued  to  invest  aggres- 
sively abroad,  tailoring  its 
products  and  marketing  cam- 
paigns to  each  market.  In  the 
first  quarter  Coke  introduced 
Sprite  to  India  and  Coca-Cola 
Light  to  Sooth  Africa. 

“The  decade  of  the  1990s  was 
clearly  [aimed]  toward  infra- 
structure investments,  toward 
building  the  bottling  system," 
Mr  Carpenter  said.  “Going  fry- 
ward,  you'll  see  much  more 
leveraging  of  that  system  and 
you'll  see  fairly  good  invest- 
ment activities." 


Things  an  pofeifcbittiii Coca-Cola  chief  Douglas  Ivester 
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German  energy  exchange  to  be  launched 


By  N9dd  Taft  In  Chicago 
and  Edward  Lace  in  London 


Germany's  Deutsche  B&rse 
and  the  New  Ymk  Mercantile 
Exchange,  the  largest  energy 
futures  market  to  the  world, 
are  to  launch  Germany’s  first 
energy  exchange. 

The  agreement  casts  doubt 
on  the  viability  of  recant  talks 
between  Nymex  and  the 
London-based  International 
Petroleum  Exchange,  London’s 
largest  energy. exchange,  ft 
aims  to  launch  the  new 
exchange  by  the  end  of  the 
year. 

Under  theagreemam,  signed 
by  the  two  organisations  yes- 
terday, Nymex  would  advise 
Frankfurt  on  which  products 
to  launch  and  on  how  to  create 
an  energy  derivatives  market 
Deutsche  BOrse  - whose 
futures  arm  is  the  all- 
electronic  Eurex  exchange  - 
would  provide  the  technology. 

“This  will  be  an  electronic 


ATrhflngp|  **  said  an  official  at 
Deutsche  BOrse.  “We  will  bene- 
fit enormously  from  having 
the  largest  exchange  in  the 
world  as  our  advisers.” 

Officials  say  the  exchange 
would  initially  offer  futures 
contracts  based  on  Germany’s 
electricity  market,  which  is 
bring  liberalised  under  a Brus- 
sels directive.  There  were  no 
immediate  plan*  for  other  con- 
tracts, such  as  oil  fixtures  and 
weather  derivatives,  said  the 

nfftrial. 

Although  it  would  initially 
be  based  on  the  German  mar- 
ket, the  new  exchange  is  likely 
later  to  offer  international  con- 
tracts in  competition  with 
other  exchanges  including  IPE. 

The  two  exchanges  added 
that  the  exchange  was  likely 
to  be  operated  eventually  by 
the  energy  sector  itself,  and 
that  no  decision  had  yet  been 
made  on  where  it  would  be 
based.  "This  will  not  necessar- 
ily be  a subsidiary  of  the  Deut- 


sche BOrse,"  said  the  official. 

Talk  of  a formal  agreement 
between  Deutsche  Bttrse/Eurex 
and  Nymex  has  circulated  for 
some  weeks.  Nymex  was 
invited  last  year  to  advise  the 
government  in  Lower  Saxony 
on  the  possible  cash  electricity 
market  But  as  discussions 
began  to  centre  on  making  this 
an  electronic  exchange,  Eurex 
also  expressed  an  interest 

Last  month,  Daniel  Bappa- 
port,  Nymex’s  chairman,  dis- 
closed that  there  had  also  been 
same  preliminary  discussion  of 
a much  broader  alliance 
between  Nymex  and  Eurex  - 
possibly  involving  dissemina- 
tion of  each  other's  products 
and  shared  technology.  Yester- 
day, Nymex  said  this  idea 
remained  a matter  of  active 
consideration,  and,  if  any- 
thing, should  benefit  from  in* 
formal  agreement  on  the 
energy  exchange  front  “We’ve 
taken  a major  positive  step  for- 
ward here,"  it  commented. 


Asked  where  the  Deutsche 
BOrse  plan  left  its  proposed 
affiance  with'  the  IPE.  Nymex 
said:  “To  the  extent  that  it 
moves  forward,  they 
would  obviously  be  a part 
lot  the  German  plan]"- 


Yesterday’s  announcement 
follows  the  collapse  of  negotia- 
tions between  Eurex  and  the 
Chicago  Board  of  Trade  to  set 
up  a joint  trading  platform 
offering  global  derivatives 
products. 


By  Alan  Cane  in  London 


AT&T  of  the  US  and  British 
Telecomm  unications  are 
expected  to  announce  they  are 
to  take  a 30  per  cent  stake  in 
Japan  Telecom,  the  country's 
second  largest  fixed  network 
operator. 

The  deal  would  give  the  two 
Western  operators  a signifi- 
cant foothold  in  Japan’s  liber- 
alising toinmmg  market  at  a 
time  when  competition  and 
Ownership  of  nafrfnnnl  anaotc  fg 
under  intense  scrutiny. 

People  dose  to  the  negotia- 
tions believe  an  agreement 
could  be  signed  this  week.  BT 
would  not  comment  last  night. 

BT  and  AT&T  will  each  hold 
a 15  per  cent  stake  in  tire  Japa- 
nese company,  a carrier  which 
provides  leased-llne  and 
long-distance  services  through 
fibre  optic  cabling  running 
along  railway  fines  owned  by 
the  company’s  major  share- 
holders, which  include  the 
East  Japan  Railway  Company 
and  the  Central  Japan  Rail- 
way. Their  total  investment  is 
expected  to  come  to  some 
Y180bn  ($L5bn). 

Observers  say  the  three  com- 
panies are  planning  an  alli- 
ance to  which  BT  and  AT&T 
will  combine  their  Japanese 
operations  with  the  local  com- 
pany's units  to  offer  internet 

anti  data  mmmnnu-fltfnnc  Tha 

enhance  will  plug  a gap  in  the 


International  strategy  of  both 
AT&T  and  BT,  both  compara- 
tively weak  in  Asto-Padfic. 

It  would  also  suggest  BT  has 
abandoned  hopes  of  an  alli- 
ance with  NTT,  the  largest 
Japanese  operator  which  win 
shortly  begin  competitive 
operations  abroad.  BT  and 
NT T are,  however,  co-operat- 
ing in  a telecoms  venture 
called  Starhub  starting  in 
Singapore  next  April. 


AT&T  is  giving  up  leader- 
stop  of  the  WoritfPartoers  alli- 
ance, which  inrhidpd  Japanese 
partners;  to  form  a global  affi- 
ance with  BT.  Japan  Telecom 
w£Q  have  access  to  a global 
network  the  two  partners  are 
creating  to  cany  data  traffic. 

It  Is  thought  the  deal  will 
Involve  AT&T  and  BT  taking 
stakes  to  the  Japanese  opera- 
tor through  shares  offered  in  a 
private  placement  East  Japan 
Railway,  which  has  19  per 
cent,  will  remain  the  largest 
single  shareholder.  The  expec- 
ted deal  against  the 

background  of  Cable  and  Wire- 
less' attempt  to  win  control  of 
another  Japanese  telecoms 
operates:,  JDC. 


Merrill  posts  Y25bn  loss 
for  Japanese  brokerage 


By  GRtan  Tall  ta  Tokyo 

Merrill  Lynch's  retail 
brokerage  to  Japan  has  posted 
a toes  of  Y25hn  (S2&m)  during 
the  first  nine  months  of  its 
operations  to  March  32  - 
worse  than  the  DS  group  ini- 
tially expected. 

The  results  provide  one  of 
the  first  indications  of  the  per- 
fonnance  of  Merrill  Lynch’s 
high-profile  retail  operations, 
established  last  summer  after 
the  DS  group  bought  same  of 
the  assets  of  Yamaichi  Securi- 
ties, the  Japanese  broker  that 
collapsed  in  1997. 

Merrill  Lynch's  venture  is 
widely  viewed  as  a crucial  test 
case  for  both  Western  acquisi- 
tions in  Japan  and  foreign  pen- 
etration of  the  retail  financial 


ft  fa  the  first  Western  group 
to  establish  a fall  domestic 
retail  brokerage  operation  and 
the  first  to  acquire  the.  assets 
of  a Sited  Japanese  broker.  It 
has  invested  about  8200m- 
|300m  in  the  venture. 

The  DS  group  blamed  its 


2 


losses  on  the  large  invest- 
ments it  had  made  in  infra- 
structure and  personneL  “We 
expected  losses.  We  always 
said  that  this  would  be  a 
long-term  project,"  Merrill 
Lynch  said.  It  expects  to 
record  an  overall  loss  of  about 
Y9bn  on  Its  Japanese 
operations,  because  the  whole- 
sale investment  hanlrmg1  busi- 
ness recorded  a profit 

ManiQ  Itfndh  initially  expec- 
ted to  record  losses  of  $125m  in 
the  first  year  and  $30m  in  the 
second  before  moving  Into 
prefit  to  2000.  It  sow  expects  to 
record  profits  in  2002. 

Some  analysts  warned  that 
. the  losses  also  highlighted  the 
dfificnlttes  Merrill  Lynch  was 
faring  building  a franchise  In 
the  Japanese  retail  sector. 
Many  suspect  that  the  group  is 
finding  it  more,  difficult  than  it 
expected  to  transplant  US 
. safes  techniques  into  the  Japa- 
nese market. 

Bob  Garone,  analyst  at 
Drasdner  Klein  wort  Benson, 
said;  *T  think  they  are  having 
a tough  time.  The  Japanese 
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brokers  are  strong  and, 
although  Merrill  Lynch,  is  a 
good  .company,  it  is  still  a for- 
eign company  in  the  eyes  of 
Japanese."  • 

Merrill  Lynch's  task  has  also 
been  complicated  by  last  year's 
alliance  between  the  US  Trav- 
eler's group  and  Nlkko  Securi- 
ties. This  has  boosted  Nikko’s 
ability  to  compete  alongside 
the  other  two  large  brokers, 
Daiwa  and  Nomura. 

A further  blow  is  the  govern- 
ment’s plans  to  deregulate 
commissions  folly  later  this 
year.  This  is  expected  to  lead 
to  price  wars,  squeezing  reve- 
nues and  favouring  large, 
established  retail  broken. 

Merrill  Lynch  yesterday 
insisted  it  was  expanding  the 
business  rapidly  and  had  some 
so  branches  with  L000  employ- 
ees. Total  accounts  have  risen 
to  40.000,  With  Y500hn  worth  of 
assets  under  management. 

However,  this  remains 
tiny  compared  to  companies 
such  as  Nomura,  which  has 
Y46j»0hn  worth  of  assets  and 
40m  accounts. 


flNa  announcement  «ppc*K*s«  matter  of  record  orfy) 

Innisfree  PFI  Fund  II 

£150  million 
Private  Equity  Fund 
for 

Public  Private  Partnerships 


Fund  Manager 

Innisfree  Limited 

Funds  provided  fay  dients  of 
Henries  Investment  Management  Limited 
AMP  Asset  Management  pic 
and  by 

Norwich  Union  Life  &.  Pensions  Limited 
Prudential  Assurance  Company  Limited 
John  Hancock  Mutual  Life  Insurance  Company 
together  with  others 


Innisfree  Limited 
21  Whlteftiais  Street,  London  EG4Y  8JJ 
Td:  0171  583  4040  Fax:  0171  5834141 

Regulated  by  IMRO 
March  1999 
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COMPANIES  & FINANCE:  THE  AMERICAS 

nil  nFRPITF  WORST  RESULTS  SINCE  1994  .WALL  STREET  ANALYSTS  ARE  OPTIMISTIC  ABOUT  THE  US-gjlMgTENERGYSMUg^ 

Exxon  earnings  fall  44%  on  low  prices; 


By  Richard  tifiafeis  in  New  Yak 

Last  year's  slide  in  ofl  prices 
bit  Exxon’s  first-quarter 
earnings  bard,  leaving  the 
biggest  US  energy  group 
with  a 44  per  cent  decline  in 
net  Income. 

However,  with  oil  prices 
rebounding  sharply,  reach- 
ing more  than  $18  a barrel 
earlier  thin  week,  the  period 
is  likely  to  signal  the  low 
point  in  Exxon's  earnings, 
according  to  Wall  Street  ana- 
lysts. Despite  further  weak- 
ness in  its  share  price  yester- 


day morning,  tfie  shares 
remained  nearly  15  per.  cgnt 
higher  than'*  at  the  stmt  of 
the  month. 

The  $l.Q2bn  in.  after-tax 
profits  recorded  in  the 
period,  equivalent  to  42 
cents  a share,  down  from 
$l.S2bn  a year  before,  made 
this  the  company's  weakest 
quarter  since  early  1994. 

With  oil  prices  at  a 20-year 
low,  though,  the  fact  that 
Exxon's  earnings  topped 
$lbn  was  taken  as  a sign  of 
its  resilience  after  cost-cut- 
ting during  the  1990s.  Exxon 


has  now  reported. year -on  - 
year  earnings  dedines  in 
each  of  the  past  five  quar- 
ters. reflecting  the  slide  in 
oil  prices  and  the  surplus 
capacity  in  the  energy  indus- 
try caused  by  the  Asian  eco- 
nomic crisis. 

Tie  current  quarter  could 
finally  mark  a reversal,  with 
most  analysts  expecting  the 
company  to  top  the  66  cents 
a share  in  earnings  it 
recorded  in  the  same  period 
Last  year. 

In  the  first  quarter,  lower 
oil  and  natural  gas  prices 


and  a 4 per  cent  cut  in  its 
liquids  production  contrib- 
uted to  a in  per  cent  decline 
in  the  group's  revenues  from 
a year  before,  to  $26.9bn. 

The  average  price  of  oil 
during  the  quarter  was  $2.75 
a barrel  Inner  than  the  same 
period  of  i«W,  a 20  per  cent 
decline,  said  Lee  Raymond, 
chairman 

Exxon's  downstream 
operations  siil'lered  a bigger 
slide  in  earnings  than  its 
exploration  and  production 
activities,  as  profit  margins 
in  the  refining  and  market- 


ing business  were  squeezed 
by  falling  demand  in  Asia. 

After  a SUOm  charge  for 
restructuring  in  Japan. 
non-l'S  downstream  earn- 
ings fell  to  $154m.  down 
troro  vt96m. 

in  the  US,  downstream 

operations  registered  a S28m 
loss,  compared  with  a 3100m 
profit  a year  ago. 

Exploration  and  produc- 
tion earnings,  meanwhile, 
fail  by  roughly  40  per  cent 
around  the  world. 

The  I'S  contributed  S136m 
in  earnings,  while  non-US 


Compaq  blames  its  woes  on  market 


By  Louise  Kehoe 
hi  San  Francisco 

Compaq  Computer  insisted 
yesterday  that  a worldwide 
deceleration  In  the  growth  of 
the  business  sector  of  the 
personal  computer  market 
was  one  of  the  primary 
causes  of  a sharp  decline  in 
its  first-quarter  earnings, 
even  as  other  industry  lead- 
ers questioned  its  stance. 

The  PC  market  was  funda- 
mentally healthy,  said  Greg 
Maffei,  Microsoft  chief  finan- 
cial officer,  late  on  Tuesday, 
when  the  software  company 
reported  a 40  per  cent 
Increase  in  earnings.  “Lower 
profits  for  certain  manufac- 
turers do  not  translate  into 
the  death  of  the  PC,"  he 
added. 

Compaq,  as  predicted  in  a 
profit  warning  issued  earlier 
this  month,  yesterday 
reported  net  income  of 
$23 Lm,  or  16  cents  a share, 


Goodyear 
profits 
hit  by 
revamp 
charges 

By  Mkfcf  Taft  hi  Chicago 


Car  below  earlier  Wall  Street 
expectations.  Net  income 
last  time  was  $16m.  or  1 
cent  after  charges. 

Revenues  surged  66  per 
cent  to  $9.42bn.  The  latest 
quarter  included  revenue 
from  Digital  Equipment, 
which  Compaq  acquired  for 
$9bn  last  year. 

The  results  were  “disap- 
pointing and  unacceptable”, 
said  Ben  Rosen.  Compaq 
chairman,  who  took  on  the 
role  of  interim  chief  execu- 
tive following  the  ousting  of 
former  chief  executive.  Eck- 
hard  Pfeiffer,  last  weekend. 

Mr  Rosen  said  he  and  the 
other  two  members  of  the 
hastily  formed  “office  of  the 
chief  executive”  were 
already  meeting  with  Com- 
paq managers.-  customers, 
business  partners  and  sup- 
pliers. 

“We  are  taking  a fresh 
look  at  all  of  the  company's 
operations."  said  Mr  Rosen. 


“and  will  take  any  actions 
necessary-  to  restore  our  tra- 
ditional levels  of  profitable 
growth." 

Revenues  did  not  live  up 
to  internal  expectations. 
Compaq  said,  citing  slower 
than  anticipated  demand  for 
business'  PCs  and  intense 
price  competition. 

In  a sign  tbat  the  combina- 
tion of  Compaq's  operations 
with  those  of  Digital  had  not 
gone  as  well- as  expected, 
Compaq  acknowledged  that 
it  had  failed  to  sell  enough 
high-end  computer  systems, 
such  as  those  made  by  Digi- 
tal, to  meet  its  financial 
targets. 

However,  revenues  from 
computer  services  - also  pre- 
viously part  of  Digital  - 
were  $I.6bn  and  had  met 
company  expectations  for 
the  quarter.  Compaq  antici- 
pated “accelerated  and  prof- 
itable growth"  in  this  sector. 

Today,  Compaq  will  bold 
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Ben  Rosen:  results  were  ‘disappointing  and  unacceptable' 


its  annual  shareholders 
meeting  at  its  headquarters 
in  Houston.  Texas. 

Proxy  documents  filed 
with  the  Securities  and 
Exchange  Commission  indi- 
cate that  Mr  Pfeiffer  may 


receive  at  least  S6m  in  sever- 
ance pay  as  well  as  close  to 
S7um  worth  of  stock  options 
u.s  a result  of  his  forced  res- 
ignation. In  addition,  he 
holds  stuck  options  worth  an 
estimated  3340m. 


US  airlines  post  sharp  declines 


By  Andrew  Edged  fffe-Johnson 
in  New  York 


Heavy  restructuring  charges 
caused  Goodyear  Tire  & 
Rubber  to  report  a sharp  fall 
in  first-quarter  profits  to 
$25. 5m  after  tax  compared 
with  $176.8m  a year  earlier. 

The  US  tyre  manufacturer 
now  expects  its  rationali- 
sation programme  to  cut 
about  4,200  jobs  and  yield 
annual  savings  of  about 
$150m. 

Shares  in  Goodyear  fell 
$4£,  to  $52  £ In  morning 
trading. 

Goodyear  also  said  it  had 
been  cutting  production 
during  the  first  three 
months  of  1999  as  it  tried  to 
bring  inventories  back  into 
line  and  “continued  to 
confront  weak  market 
conditions  in  emerging 
markets  around  the  world”. 

That  trend  was  likely  to 
have  a further  impact  in  the 
current  quarter,  warned 
Samir  Gilbara,  chairman. 
But  he  added  that  Goodyear 
would  start  to  see  some 
benefit  from  the 
rationalisation  and  some 
signs  of  recovery  in  selective 
overseas  markets. 

First-quarter  sales  were 
down  from  $3.ibn  to  $3bn, 
but  this  was  largely  due  to 
an  estimated  $100m  hit  as 
the  US  dollar  strengthened, 
suggesting  that  the 
underlying  situation  was 
flat. 

Tyre  unit  sales  were  2.3 
per  cent  lower,  although  this 
was  attributed  to  the 
company’s  decision  to  target 
a “more  profitable  sales 
mix”. 

Meanwhile,  the  rational- 
isation charges  totalled 
$l67.4m,  or  74  cents  a share, 
meaning  that  the  underlying 
fall  in  Goodyear's  profits 
was  more  modest  - at 
$14L5m  or  90  cents  a share, 
against  S173.6m  or  $1.09 
cents. 

Goodyear  has  announced 
redundancies  and  reorgan- 
isation moves  at  different 
facilities  in  recent  months, 
sometimes  sparking 
employee  protests. 


American  Airlines  and  US 
Airways  both  reported  sharp 
profit  falls  for  the  first  quar- 
ter, but  managed  narrowly 
to  beat  Wall  Street  expecta- 
tions. 

AMR.  the  parent  company 
of  American,  had  already 
warned  the  market  that  a 10- 
day  “sick-out”  by  pilots  in 
February  would  deal  a 
$200m-$250m  blow  to  earn- 
ings this  year. 

Yesterday  the  second  larg- 
est airline  in  the  US  con- 
firmed that  earnings  were 
cut  by  81  per  cent  from 
$290m.  or  $1.62  a share,  to 
$56m,  or  34  cents.  The  load 
factor,  a measure  of  seat 


occupancy,  slipped  0.2  points 
to  67.1  per  cent. 

The  figures  confirmed 
comments  by  rivals,  includ- 
ing UAL,  that  they  had 
taken  business  from  Ameri- 
can since  the  pilots'  action. 

Donald  Carty,  AMR  chair- 
man and  chief  executive, 
added  that  the  airline  had 
decided  to  accelerate  the 
retirement  of  its  older  air- 
craft. in  order-in  keep  Amer- 
ican's capacity  in  line  with 
the  slower  growth  that  it 
now  expects  from  interna- 
tional markets. 

“American  is  positioned 
for  average  annual  growth  of 
approximately  3 to  3.5  per 
cent  through  2003."  he  said. 

AMR.  which  is  the  major- 
ity owner  of  the  Sabre  elec- 


tronic bookings  group,  gave 
no  details  «»f  • helher  Sabre 
would  seek  an  initial  public 
offering  for  its  Traveled ty 
on-line  bookings  business,  in 
the  wake  of  the  successful 
initial  public  oiiering  of  Pri 
celine.com.  Kevin  Murphy, 
airline  analyst  at  Morgan 
Stanley  Dean  Witter,  said: 
“Market  forces  suggest  they 
should  spin  it  off." 

US  Airways,  the  sixth  larg- 
est carrier  in  the  US, 
reported  a 53  per  cent  drofrj 
in  net  income  to  $4tim.  or '56 
cents  a share. 

Rakesb  Gangwal,  chief 
executive,  blamed  poor 
weather  at  the  start 
of  the  year  and  disrup- 
tion caused  by  transferring 
its  computer  system  to 


one  supplied  by  Sabre. 

He  added,  however,  that 
operations  had  been  “much 
closer  to  normal"  by  the  end 
of  March,  and  that  the  num- 
ber of  cancellations  Tell  dur- 
ing the  period.  US  Airways' 
passenger  load  factor  fell 
from  69  per  cent  to  67.7  per 
cent. 

Trans  World  Airlines 
again  reported  an  operating 
loss  for  the  quarter,  but  Dar- 
rowed  this  from  $68.7m  to 
$37.§m"  thanks  to  record  pas- 
senger Mardings  and  load 
factors. 

The  loss  per  share  fell 
rrom  $1.06  to  42  cents. 

Shares  in  AMR  rose  $U«  to 
$6&£  by  midday,  and  UAL 
was  Sllf  higher  at  $81 V,. 
TWA  advanced  $V.  to  $5%. 


CSFB  to  reduce 
real  estate  risk 


Cemex,  Modelo 
ahead  sharply 


By  Tracy  Corrigan  in  Haw  York 

Credit  Suisse  First  Boston 
plans  to  reduce  its  real 
estate  portfolio,  believed  to 
total  $8bn-$9bn,  by  about  50 
per  cent  and  to  restructure 
Its  real  estate  lending  and 
securitisation  business. 

The  move  is  the  result  of  a 
company-wide  decision  to 
reduce  risk  across  the  board, 
said  Stewart  Dauman,  man- 
aging director  of  CSFB,  who 
will  co-head  the  new  group 
with  Karen  Zimmerman. 

Andy  Stone,  the  real  estate 
financier  who  ran  the  unit, 
formerly  known  as  the  Prin- 
cipal Transactions  group, 
will  be  chairman  of  the 
newly  named  Real  Estate 
Products  group,  now  part  of 
the  larger  fixed  income  and 
derivatives  division. 

He  set  up  the  unit  three 
years  ago,  after  joining 
CSFB  from  Daiwa  Securities, 
where  he  headed  the  mort- 
gage. asset-backed  and  real 
estate  securities  group. 

Mr  Stone  will  supervise 
the  liquidation  of  the  portfo- 
lio. which  is  expected  to  take 
more  than  a year,  and  work 
with  the  new  group  in  an 
advisory  capacity. 

There  was  widespread 
speculation  last  year  that  Mr 
Stone  would  leave,  after  his 
group  was  rumoured  to  have 
suffered  heavy  losses  during 


the  market  turmoil,  and  to 
have  been  left  with  at  least 
$500m  of  loans  on  its  book 
which  it  was  unable  to 
securitise. 

CSFB  said  the  unit  made 
money  overall  in  1998,  and  in 
tact  had  its  second  best  year 
ever. 

The  unit's  performance  is 
not  separately  disclosed  in 
CSFB's  earnings  statement 

The  new  unit's  mission  is 
to  “broaden  the  firm's  activi- 
ties in  commercial  mortgage 
securitisation,  real  estate 
investment  banking  and  cli- 
ent advisory  services  while 
maintaining  an  active 
but  reduced  proprietary  posi- 
tioning capability".  CSFB 
said. 

“With  this  reorganisation, 
CSFB  will  incorporate  in  a 
single  group  a dedicated 
investment  banking  real 
estate  practice  with  its  cur- 
rent fixed  income  and  deriv- 
atives division  real  estate 
business,"  said  Marc  Hotim- 
sky,  managing  director  and 
co-head  of  CSFB's  fixed 
income  and  derivatives  divi- 
sion. 

Last  year,  the  unit  origi- 
nated more  than  subn  or 
real  estate  loans,  according 
to  Mr  Dauman.  The  volume 
of  loans  may  remain  as  high 
in  the  future,  but  the 
loans  will  be  more  actively 
traded. 


By  Henry  Tricks  hi  Mexico  City 

Unlike  their  South  American 
counterparts,  some  of  the 
titans  of  Mexican  industry 
have  shrugged  off  a sluggish 
first-quarter  to  report  strong 
earnings  growth  this  week, 
further  buoyed  by  the 
peso  and  resilience  in  US 
markets. 

Both  Cemex,  the  world's 
third  largest  cement  pro- 
ducer, and  Modelo,  maker  of 
the  heavily  exported  Corona 
Extra  beer,  reported  net 
profits  more  than  50  per  cent 
higher  than  the  first  quarter 
of  1998. 

That  was  largely  because 
of  non-cash  gains  as  the  peso 
revalued  more  than  4 per 
cent  during  the  period,  cut- 
ting dollar-financing  costs. 
In  Mexico,  financial  analysts 
tend  to  shrug  off  non-cash 
items  because  of  the  volatil- 
ity of  financial  markets. 

Of  more  weight  were  the 
two  companies'  robust  oper- 
ating performances,  which 
reflected  the  strength  of  for- 
eign markets  and  an  unex- 
pected resilience  in  the  Mexi- 
can market,  despite 
economic  data  showing  that 
domestic  demand  hovered  in 
recession  in  the  first  quarter. 

“Operationally,  we're  see- 
ing 5 per  cent  gains  in  the 
market  as  a whole.  It's  not 
great,  but  in  the  Latin  Amer- 


ican context  of  declining 
earnings,  it  is  positive  ” said 
Lars  Schonander  of  San- 
tander Investment 

Cemex,  which  has  plants 
in  North  and  South  America. 
Spain  and  Asia  and  plans  to 
list  on  the  New  York  Stock 
Exchange  shortly,  said  quar- 
terly revenues  were  13  per 
cent  ahead  at  S1.12bn,  driven 
by  higher  margins  especially 
in  Mexico,  the  US  and  Spain. 

In  Mexico,  cement  volume 
growth  was  a healthy  7 per 
cent,  though  executives 
expected  it  to  run  at  a more 
modest  2 per  cent  annual 
rate.  In  the  US.  volumes 
were  up  41  per  cent,  and 
they  were  confident  demand 
would  remain  strong,  partly 
because  of  a vast  federal 
road-buildiDg  programme. 

Analysts  also  praised 
Modelo's  “spectacular” 
results,  with  operating  prof- 
its up  44  per  cent  year  on 
year  at  1227bn  pesos  (S135m), 
oo  sales  of  5.19bn  pesos. 
Exports  surged  42.7  per  cent, 
and  in  the  Mexican  market, 
its  volumes  also  picked  up 
7.3  per  cent. 

However,  these  healthy 
domestic  performances  were 
not  expected  to  be  repro-  1 
duced  by  Mexican  retailers. 
In  January  and  February,  j 
retail  sales  growth  was  just  ■ 
0-3  per  cent,  while  wholesale  I 
sales  feD  3 per  cent  ! 


Tribasa  aims  for  recovery  in  debt  restructure 


By  Andrea  Maodd-Campbefl  in 
Mexico  City 

Grupo  Tribasa,  Mexico's 
debt-ridden  construction 
company,  may  be  on  the 
road  to  recovery  with  its 
plans  to  repay  or  restructure 
the  bulk  of  the  burden  by 
the  end  of  the  year. 

Hie  country’s  second  larg- 
est builder  has  so  for  can- 
celled nearly  half  the  $550m 
of  corporate  debt  it  pledged 
to  pay  down  under  a 
restructuring  plan 
announced  in  December, 


said  Manuel  Delgado, 
vice-president  of  finance  for 
Tribasa.  AH  but  $25m  of  the 
remaining  amount  is  being 
negotiated  with  more  than 
15  creditors  through  the  sale 
of  non-core  assets  and  the 
public  listing  of  projects  in 
Chile  and  Mexico. 

Including  project  financ- 
ing, the  debt  reached  $1.3bn 
last  year.  Mr  Delgado  esti- 
mates that  by  the  end  of  1999 
Tribasa's  corporate  debt  will 
be  reduced  to  $270m,  a figure 
that  analysts  say  is  more  in 
keeping  with  a company  of 


its  size.  Clinching  Tribasa's 
financial  comeback  Is  the 
renegotiation  of  a $100m  syn- 
dicated loan  headed  by  Deut- 
sche Bank  and  BankAmerica 
which  came  due  in  Decem- 
ber. Market  sources  say  that 
earlier  this  month  Deutsche 
Bank  agreed  to  a draft 
restructuring  of  the  loan 
that  would  include  a SSOm 
standby  loan  from  Banco- 
mext,  Mexico's  foreign  trade 
bank. 

Baocomext  officials  said  a 
decision  on  whether  to  grant 
the  loan  guarantee  would  be 


made  in  the  coming  days.  In 
the  meantime,  market  ana- 
lysts have  begun  recom- 
mending Tribasa's  battered 
stock,  which  has  plummeted 
from  40  pesos  last  August  to 
just  over  7 pesos. 

Tribasa.  alongside  the  rest 
of  the  Mexican  construction 
sector,  is  still  recovering 
from  the  1995  peso  devalua- 
tion. 

Despite  attempting  its  sec- 
ond restructuring  since  then 
and  defaulting  an  a &J6m 
debt  just  last  month,  Tribasa 
last  week  convinced  a hand- 


ful of  Mexico's  leading  finan- 
cial groups  to  inject  $80m  of 
new  capital  part  of  a $186m 
rights  issue. 

The  price  was  judged  right 
at  7 pesos  a share  but  the 
bankers  are  also  betting  on 
Tribasa's  impressive  backlog 
of  projects.  These  will  grow 
as  part  of  a new  strategic 
alliance  with  Enron,  the  US 
energy  giant. 

Enron,  in  addition  to  tak- 
ing a likely  550m  equity 
stake  in  Tribasa  and  provid- 
ing future  project  capital  is 
said  to  be  offering  work  on 


projects  throughout  Latin 
America  worth  some  $400m. 
In  return,  Enron  gains  entry 
to  nine  Tribasa  projects, 
including  contracts  to 
upgrade  two  petroleum  refi- 
neries owned  by  Mexico's 
state-owned  oil  company. 
Pemex. 

More  cautious  market  ana- 
lysts say  Tribasa  still  faces 
the  challenge  of  generating  a 
minimum  surplus  cash  Sow 
of  $40m  a year  to  make  inter- 
est payments  on  its  debt, 
sustain  operations  and  cre- 
ate value  for  shareholders. 


- v:V  • news  digest- 

automotive  supplies  41 


activities  made  $425m. 
Exxon's  chemical  operations 
registered  an  18  per  cent 
earnings*  Recline  due  to 
worldwide  overcapacity  in 
the  industry  and  the  eco- 
nomic slowdown  in  Asia.  Mr 
Raymond  said.  - 
Leaving  aside  the  restruct- 
uring charge  in  Japan  and  a 
one-off  charge  recorded  the 
year  before,  Exxon's  net 
income  would  have  fallen  by 
40  per  cent  to  $1.14bn,  or  47 
cents  a share,  narrowly 
ahead  or  Wall  Street  expecta- 
tions. 


Investors 
agree  to 
bail  out 
Sidor 


By  Raymond  Co  lift  In  Caracas 
and  Henry  Tricks  tai  Mexico  City 

Shareholders  of  the  Latin 
American  Amazonia  consor- 
tium have  agreed  to  bail  out 
their  troubled  steel  company 
Sidor.  one  of  the  region's 
largest,  but  are  waiting  for  a 
commitment  from  the  cash- 
strapped  Venezuelan  govern- 
ment. which  holds  a 30  per 
cent  stake  in  the  venture. 

Carlos  Pappier,  Sidor's 
administrative  director,  said 
the  principal  shareholders  of 
Amazonia.  Mexico’s  Hylsa- 
mex  (30  per  cent)  and  Tamsa 
fI7.5>.  Argentina's  Siderar 
(17.5)  and  Techint  (5).  have 
agreed  in  principle  to  capi- 
talise Sidor  by  $l40m-  The 
company  fell  into  technical 
default  on  $40m  of  debts  last 
month. 

Mr  Pappier  said  $200m  was 
needed  to  meet  Sidor's  debt 
and  investment  require- 
ments in  1999  and  2000. 

Sivensa,  the  Venezuelan 
steel  company,  was  unable 
to  inject  additional  cash  and 
its  20  per  cent  stake  in  Sidor  , 
would  be  diluted,  Mr  Pappier 
said.  Sivensa  would  be  given 
the  option  to  buy  back  its 
share  over  two  years. 

The  Venezuelan  govern- 
ment, which  faces  Its  worst 
budget  crisis  in  history,  is 
studying  ways  to  raise  its 
contribution  of  $60m.  Earlier 
this  month.  President  Hugo 
Chdvez  pledged  his  support 
saying  Sidor  “could  not  be 
allowed  to  fall". 

Yet  it  is  unclear  if  the  gov- 
ernment will  be  able  to  raise 
the  funds.  By  law  it  is  bound 
to  sell  a 20  per  cent  stake  to 
Sidor  employees  and  float  its 
remaining  10  per  cent  on  the 
stock  exchange. 

Last  week  Grupo  Alfa,  one 
of  Mexico's  leading  conglom- 
erates and  the  holding  com- 
pany of  Hylsamex,  sold  two 
assets  that  would  help  raise 
funds  for  the  rescue  effort,  a 
company  official  said. 

“In  the  negotiations  with 
Sidor’s  creditors,  if  we  are 
required  to  raise  capital,  we 
have  the  funds,”  said 
Enrique  Flores,  head  of 
investor  relations  at  Alfa. 
Because  Hylsamex  is 
blocked  by  its  debt  cove- 
nants from  bailing  out  Sidor, 
Alfa  has  come  to  the  rescue 
and  will  probably  take  a 
stake  in  Amazonia,  analysts 
say. 

A final  decision  is  expec- 
ted at  a Sidor  shareholders' 
meeting  on  April  29. 

Mr  Pappier  said  the  com- 
pany had  accelerated  its 
cost-cutting  measures  and 
already  had  met  its  2002  effi- 
ciency targets. 

Record  low  steel  prices,  a 
dramatic  slump  in  domestic 
demand,  as  well  as  an  over- 
valued currency,  have  all  led 
to  a collapse  of  Sidor's 
domestic  sales  by  as  much 
as  60  per  cent,  triggering 
negative  operational  results 
since  September  of  last  year. 
Some  analysts  estimate 
Sidor's  losses  this  year  to 
exceed  $200m.  Mr  Pappier 
expects  total  sales  of  $S00m 
this  year. 

If  the  rescue  scheme  goes 
ahead.  Sidor's  $800m  invest- 
ment plan  and  its  target  to 
double  production  to  6m 
tonnes  a year  would  be 
delayed  by  two  years  until 
2004.  Mr  Pappier  said. 


Tenneco  ^hief  resign|||| 
before  possible  sbake^pf 

Tom  Evans,  head  of  Tertneco’s  atdomotwbii^vfe;' ' - 
yesterday  announoedhe  was.leavinS  ‘the-tonp^t^ 
sue  another  'opportunity".  His  departure^ CQtnesjwt  ^ys 
before  analysts  ejqaect  TainOTO,  ; ■.  . 

conglomerate,  "to  outfihe  te  future  structure^  andpessigy ; . 
spirt  its  remaining  automotive  parts  and  pacfc?gjng$wfe/  • 
ness  info  separate  free-standing  compartas.1  I 

Mr  Evans’  departure,  is  said  to  have  bear  feirfjt  ' 

and  he  is  believed  to  be  joining  aiwther.expawdng-^t*'  ' f 
motive  supplier.  He  will  be  replaced  as  TaBsidemof-Ten-  .: 
need's  automotive  parts  division,  which  ha^arinual  sates: 
of  around  S3-2bn,  by  Mark  Frissora,  who  had  previously 
been  senior  vice-president  and  general  manager  of  Ten^- ; . 
neco's  North  American  original  equipment  business.  ; -« 

Nikki  Tart.  Chicago  - 


TOOTHPASTE  _ ^ - V 

Colgate-Palmolive  smiling 

New  product  introductions  and  buoyant  US  demand 
enabled  Colgate-Palmolive  to  shrug  off  the  worst  of  the  . 
economic  difficulties  frr  emerging  markets  and  lift  first- 
quarter  earnings  by  8 per  cent.  The  toothpaste  and  soap 
group  reported  earnings  of  70  cents  per  share  or  $209mf  . 
up  from  65  cents  or  $196m. 

Colgate  North  America,  which  accounts  for  a quarter  of 
group  turnover,  achieved  a 13  per  cent  increase  in  sales 
thanks  to  the  successful  launch  of  Colgate  Total  Fresh 
Stripe  toothpaste,  and  strong  sales  of  deodorant  and  dish- 
washing liquid. 

In  Latin  America,  accounting  for  a quarter  of  revenues, 
weak  local  currencies  contributed  to  an  8 per  cent  fafl  ln 
sales.  Cost-cutting  in  Europe  similarly  buffered  the  division 
from  the  worst  of  the  Russian  crisis,  and  “substantiaT  vol- 
ume growth  from  China  ensured  that  the  Asian  region 
improved  sales  by  1.5  per  cent. 

Another  global  consumer  goods  group,  Kimberly-Clark, 
demonstrated  similar  resilience,  with  a 47  per  cent 
improvement  in  first-quarter  earnings  to  75  cents  per  share 
or  $403m. 

The  profit  advance  was  assisted  by  a 3 cent  one-off 
credit  as  the  group  spent  less  on  restructuring  than  it  had 
previously  estimated.  Underlying  earnings  were  up  28.6 
per  cent  driven  by  a 45  per  cent  jump  in  profits  from  the 
personal  care  division,  which  introduced  new  Huggtes  dis- 
posable diapers  and  other  sanitary  products  during  the 
period.  Andrew  EdgecOff e-Johnson,  New  York 


RETAILING 

Casa  Anglo  prepares  to  sell 

Casa  Anglo,  the  troubled  Sao  Paulo  retailer,  has  appointed 
Jose  Paulo  Ferrar  do  Amaral  as  its  new  chief  executive 
with  full  powers  to  prepare  the  group  for  sale.  Mr  Amaral, 
who  previously  restructured  one  of  the  group's  companies 
prior  its  sale  to  Casa  Anglo,  scud  his  first  step  would  be  to 
order  an  audit  to  establish  the  precise  size  of  the  compa- 
ny's debts.  This  would  enable  him  to  negotiate  repayment 
of  the  estimated  R$800m  (US$468m)  debt  to  bante  and 
suppliers  as  well  as  complete  a R$200m  loan  previously 
requested  from  the  government's  BNDES  development  . 
bank. 

Casa  Anglo  owns  Mappin,  a distant  cousin  of  the  Lon- 
don-based  jeweller  Mappin  & Webb  and  a long-estab- 
lished department  store  chain  that  has  suffered  from 
chronic  financial  troubles,  it  was  bought  in  1996  by 
Ricardo  Mansur,  a Sao  Paulo  investor,  who  later  acquired 
Mesbla,  a bankrupt  Rio  de  Janeiro  department  store  chain 
which  Mr  Amaral  had  turned  round.  Mr  Mansur  remains  as 
main  shareholder  of  the  two  groups,  which  have  53  out-  . 
lets,  but  has  handed  full  executive  powers  to  Mr  Amaral. 
John  Barham,  Sao  Paulo 


PHARMACEUTICALS 


Bristol-Myers  14%  ahead 

Bristol-Myers  Squibb,  the  US-based  pharmaceuticals  com- 
pany, yesterday  reported  record  first-quarter  net  earnings 
of  $1.47bn,  up  14  per  cent  on  sales  of  $4.9bn.  Earnings 
per  share  of  $0.53  was  1 cent  above  analysts'  estimates, 
according  to  First  Call.  Its  share  price  - dented  by  the 
recent  sell-off  In  the  pharmaceuticals  sector  as  investors 
shifted  into  cyclical  stocks  - gained  more  than  5 per  cent 
to  $62  vb  at  around  midday. 

Total  worldwide  sales  were  9 per  cent  higher  while  phar- 
maceutical sales  rose  15  per  cent.  US  pharmaceutical 
sales  rose  21  per  cent  Sales  of  Glucophage,  its  oral  dia- 
betes drug,  rose  55  per  cent  to  $282m  and  sales  of  Its 
cancer  treatment  Taxol  rose  31  per  cent  to  $329m. 

Tracy  Corrigan,  New  York 


BOOKSELLING 


New  Borders  chief  quits 

Philip  Pfeffer  has  resigned  from  Borders  Group,  the  book- 
sellers, less  than  six  months  after  he  was  appointed  chief 
executive.  Sources  dose  to  the  company  said:  "He  just 
really  wasn't  a good  fit,  and  both  sides  wanted  to  move 
on.” 

The  company  said  it  would  take  a 4 cents  per  share,  or 
$3m,  charge  in  Its  first-quarter  results  because  of  Mr  Pfef- 
fers  departure.  It  is  thought  that  the  sum  reflects  his  com- 
pensation package. 

Borders  has  struggled  against  competition  from  online 
book  retailers  such  as  Amazon.com,  and  traditional  rivals 
including  Barnes  & Noble.  Its  shares,  which  have  fallen 
from  almost  $40  since  June  1998,  slipped  another  $2%  to 
$14g  by  yesterday  lunchtime. 

Robert  DiRomualdo,  Borders'  chairman  and  forma-  chief 
executive,  will  take  over  Mr  Pfeffer’s  role  until  a successor 
is  chosen.  In  a statement,  Mr  Pfeffer  said:  "Borders  is 
made  up  of  a fine  group  of  colleagues  and  I'm  confident 
the  company  can  effectively  compete  in  its  marketplace." 

Borders  Said  first  quarter  earnings  before  the  charge' 
wwe  expected  to  be  4-5  cents  for  the  retail  stores  and  a 
5-6  cent  toss  for  the  online  Borders.com  division. 

Andrew  Edge efiff e-Johnson 


MINING 

Pacalta  agrees  to  takeover  bid 

The  board  of  Pacalta  Resources,  the  Canadian  mining 
group  known  for  its  production  in  Ecuador's  Oriente  Basin 
I???? to  ^sweetened  C$963m  (USS647m)  takeover  " 
bid  by  Alberta  Energy,  one  of  Canada's  largest  oil  produc- 
ers. The  offer  includes  C$274m  of  Pacalta  debt.  Pacalta 's 
board  had  rejected  AEC’s  initial  C$748m  offer  and  began 
searching  for  a white  knight.  Pacalta  said  it  had  accepted 
”“c  s revised  offer  following  an  extremely  competitive  bid- 
ding process. 

Pacalta  management  and  directors,  holding  about  17  per 
cerrt  of  the  company,  have  agreed  to  tender  their  shares 
and  are  recommending  that  shareholders  also  tender.  The 
acquisition,  subject  to  the  usual  conditions,  would  bolster 
AEC  s presence  outside  western  Canada  and  position  ft  to 
exploit  me  investment  upside  should  oil  prices  continue  to 
rebound.  Scott  Morrison,  Toronto 
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y^j  jjave  a idling  this  may  take  more  than  the  usual  M&A  capabilities. 


Your  business  is  global.  Your  headquarters  is  Europe.  You’re 
in  the  midst  of  transforming  your  company  — and  you’re  stuck. 

Your  prospective  merger  partner  has  run  into  financial  and. 
regulatory  difficulty.  Capital  markets  have  become  volatile.  Your 
industry  is  going  into  a downturn.  And,  while  it’s  been,  successful 
so  far,  some  investors  now  question  your  strategy. 

Still,  you  believe  you  can  make  it  work. 

Because  you’re  working  with  a firm  that  brings  you  global 
capabilities  and  contacts,  credibility  in  all  marketplaces  and  the 


strength  that  comes  with  being  the  leading  M&A  firm  in  Europe 
for  four  years  running* 

Right  now  they’re  moving  on  all  fronts:  Re-evaluating  options. 
Researching  alternative  merger  candidates.  Making  sure  investors 
understand  your  situation  and  appreciate  your  potential.  And 
keeping  you  on  course  in  an  M&A  market  that  ebbs  and  flows. 

So,  while  the  job  is  daunting,  you’re  confident  it  will  get  done — 

and  done  right  — by  a firm  that’s  known  for  one  powerful  belief. 
Anything  is  possible. 


MORGAN  STANLEY  DEAN  WITTER 


# J Rahekok  BeiiinE  Frankfurt.  Geneva  Hong  Kong  Johannesburg.  London 
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COMPANIES  & FINANCE:  EUROPE 


ELECTRICAL  ENGINEERING  SWISS-SWEDISH  GROUP  REPORTS  17%  RISE  IN  FIRST-QUARTER  NET  INCOME 


ABB  detects  recovery  m 


-east  Asia 


By  Peter  Marsh  in  London 

ABB,  one  of  the  world's 
biggest  electrical  engineer- 
ing groups.  said  yesterday 
that  south-east  Asia  had 
embarked  on  a “solid  but 
slow  recovery",  as  the  group 
announced  a 17  per  cent  rise 
in  first-quarter  net  income. 

Goran  Lindahl,  chief  exec- 
utive of  the  Swiss-Swedish 
company,  said  some  of  the 
worst-hit  countries  In  the 
region,  including  Thailand, 
South  Korea  and  Malaysia. 


were  seeing  a return  to 
growth,  even  though  eco- 
nomic conditions  in  Japan 
remained  difficult. 

Mr  Lindahl  added  that  he 
thought  Japan's  problems 
would  not  hold  back  an  eco- 
nomic uplift  in  nearby  coun- 
tries. “We  see  a disconnec- 
tion between  Japan  and  the 
rest  of  the  region,”  be  said. 

ABB,  which  makes  prod- 
ucts including  turbine  gener- 
ators and  automation 
systems,  is  seen  as  a bell- 
wether of  worldwide  eco- 


nomic trends.  After  invest- 
ing heavily  in  its  south-easi 
Asian  activities  in  recent 
years,  it  has  been  among  the 
industrial  companies  bit 
worst  by  the  region's  eco- 
nomic crisis,  which  erupted 
in  late  1997. 

In  the  tbree  months  to 
March  31.  ABB's  net  income 
was  S302m,  against  S258m  in 
the  same  period  last  year. 
Revenues  rose  11  per  cent  to 
$6.S9bn,  compared  with  the 
previous  $&2bn.  while  orders 
expanded  4 per  cent  to 


S8.S2bn.  Last  month  ABB 
and  Alstom,  a mal  Fran- 
co UK  engineering  group, 
announced  a merger  of  their 
power  equipment  divisions, 
in  a deal  which  would  create 
one  or  the  biggest  three  mak- 
ers of  such  equipment. 

The  agreement  is  awaiting 
clearance  by  European 
Union  competition  authori- 
ties. which  are  expected  to 
announce  a decision  by  July. 

Mr  Lindahl  said  he  was 
confident  that  the  group's 
net  income  for  1999  would 


*>.,.«]  Iasi  year's  figure  of 
lie  said  the  compa- 
ny’s operations  in  Europe 
would  benefit  from  the 
recent  reduction  in  interest 
rules  by  the  European  Cen- 
tral Bank,  helped  by  rela- 
tively strong  growth  in 
southern  Europe. 

In  North  America.  Mr  Lin- 
dahl said  he  expected  the 
kmc  period  of  economic 
expansion  to  continue  for 
the  foreseeable  future.  “I  am 

cautiMUsly  optimistic  about 

the  rest  of  the  year."  he  said. 


Airtel  turns 
round  loss  and 
eyes  expansion 


By  Tom  Bums  In  Madrid 

Airtel.  Spain's  second 
biggest  mobile  carrier,  yes- 
terday appeared  to  issue  a 
challenge  to  Telefonica,  the 
dominant  domestic  carrier, 
when  it  announced  net  prof- 
its after  its  third  full  year  of 
business  and  pledged  to 
invest  in  fixed-line  and  inter- 
net communications. 

Asked  if  he  was  ready  to 
imitate  the  bidding  war  in 
the  Italian  telecoms  market 
by  launching  a takeover  bid 
for  Telefonica.  Juan  Abello. 
Ai riel's  chairman,  quipped: 
"for  the  moment  the  num- 
bers don’t  add  up  but  i am 
ready  to  think  about  it". 

The  mobile  carrier,  which 
is  backed  by  British  Tele- 
communications and  Air- 
Touch  of  the  US,  turned 
round  losses  of  Ptai3.9bn 
<€83.5ttj,  $89m.i  in  1997  to  a 
net  income  of  Pta2.7bn  last 
year.  It  added  lm  clients  to 
total  2.5m.  which  is  30.6  per 
cent  of  the  domestic  mobile 
market.  Mr  Abello  forecast 
net  profits  of  Pta25bn  and  a 
market  quota  of  32  per  cent 
with  3.5m  clients  at  year's 
end. 

The  carrier  is  going  to  step 
up  its  competition  with  Tele- 
fonica as  a global  carrier 
this  year  by  launching  a 
fixed-line  long  distance  and 
international  network.  It 
will  also  build  its  internet 
unit  and  develop  optic  fibre 
data  transmission  and  multi- 
media  services. 

It  is  not  clear  what  role 
British  Telecom,  which  owns 


17.8  per  cent  of  Airtel.  will 
play  in  the  carrier's  expan- 
sion. 

The  UK  group  plans  to 
begin  fixed-line  services  in 
Spain  independently  at  the 
end  or  this  month  and  Mr 
Abell6  said  there  was  in 
principle  no  mandate  for  BT 
and  Airtel  to  co-operate  in 
these  services. 

BT  acquired  an  additional 
16.2  per  cent  of  Airtel  last 
week  from  Endesa  and 
Unidn  Fenosa,  the  power 
groups,  for  €8KL3m  but  it  is 
due  to  allocate  this  equity 
among  the  operator's  other 
controlling  shareholders.  In 
addition  to  AirTouch,  these 
include  a group  of  Institu- 
tional domestic  investors 
headed  by  Mr  AbellO. 

BT  Is  expected  to  end  up 
owning  22  _9  per  cent  of  Air- 
tel, making  it  the  carrier’s 
largest  shareholder  after  Air- 
Touch  which  already  holds  a 
21.7  per  cent  stake. 

Airtel  is  expected  to  play  a 
pivotal  role  in  any  realign- 
ment or  domestic  telecoms. 

Telecom  Italia,  which  is 
seeking  to  fend  off  a hostile 
bid  from  Olivetti  by  merging 
with  Deutsche  Telekom,  is 
already  in  the  Spanish  mar- 
ket as  a principle  share- 
holder of  Retevisldn,  a sec- 
ond fixed-line  operator  that 
began  competing  with 
Teleffinica  two  -years 
ago. 

“Mega  mergers  are  on  the 
agenda  and  BT  and  France 
Telecom  are  on  the  loose," 
said  Mr  Abello.  “So  is 
TelefOnica.” 


Gucci  guru  shuns  LVMH  talks 


By  Alice  Rawsthom 

Tom  Ford,  creative  director 
of  Gucci,  the  Italian  fashion 
house,  has  cancelled  a meet- 
ing at  which  Bernard 
Arnault,  chairman  of  LVMH. 
the  French  luxury  goods 
group  bidding  S8.7bn  For 
Gucci,  had  hoped  to  per- 
suade him  to  stay  at  the 
company. 

The  cancellation  of  the 
meeting,  which  was  due  to 
take  place  in  London  today, 
is  a blow  for  Mr  Arnault  at  a 
delicate  time  in  the  acrimo- 
nious Gucci  battle.  This 
morning,  a Dutch  court 
starts  the  final  hearing  of 
two  legal  cases  brought  by 
LVMH  against  Gucci's  man- 
agement. Its  verdict  will  be 
pivotal  in  determining  tbe 
outcome  of  tbe  conflict. 

Mr  Ford.  37.  has  played  a 
critical  part  in  Gucci's 
recent  creative  and  commer- 
cial revival. 

Domenico  De  Sole.  Gucci 
president,  has  publicly 
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Withdrawal:  Tom  Ford  turned  down  LVMH’s  invitation 


Reuters 


vowed  to  leave  Gucci  rather 
than  work  for  LVMH. 

Mr  Ford,  who  would  be 
entitled  to  a "golden  para- 
chute" of  $20m  for  leaving 
upon  change  of  control  and 
could  yield  an  S80m  profit  on 
his  share  options,  has  not 
commented  on  his  plans. 

In  early  spring.  Pierre 


Godt-  a senior  LVMH 
adviser,  wrote  to  Mr  Ford 
asking  him  to  dinner  at  Mr 
Arnault '*  house  In  Paris,  but 
the  r.ucci  designer  did  not 
r**ph  Last  week.  Mr  God6 
sent  a second  letter  of  invita- 
tion and  LVMH  was 
delighted  when,  earlier  this 
week.  Mr  Ford  accepted. 


Yesterday  morning.  Mr 
Ford  informed  LVMH  that 
he  had  decided  against  meet- 
ing Mr  Arnault  today.  LVMH 
remains  hopeful  that  he  will 
agree  to  a meeting  at  a less 
sensitive  time  when  the  con- 
troversial court  case  is 
under  way. 

If  tbe  court  rules  in 
LVMH’s  favour,  it  will  call 
for  an  investigation  into  the 
Gucci  board's  decision  to 
counter  LVMH's  manoeu- 
vres by  issuing  sizeable 
stakes  to  employees  and  Pin- 
ault-Printemps-Redoute 
(PPR),  the  French  retail 
group.  Those  issues  might 
then  eventually  be  legally 
voided. 

Yet  if  the  verdict  goes 
against  LVMH.  the  two 
issues  will  remain  intact  and 
Gucci,  backed  by  PPR,  will 
press  ahead  with  plans  to 
rival  LVMH  by  buying  a 
number  of  luxury  brands, 
including  Yves  Saint  Laur- 
ent, the  famous  French  fash- 
ion house. 


Surprise  result  lifts  SAP  15% 


By  Tony  Barber  in  Frankfurt 


Shares  in  SAP,  Europe's 
largest  business  software 
group,  jumped  more  than  is 
per  cent  yesterday  after  the 
company  reported  better 
first-quarter  results  than 
expected  and  maintained  its 
forecast  of  a 20-25  per  cent 
increase  in  sales  this  year. 

SAP’s  performance  sur- 
prised the  market,  because 
the  company  had  told  ana- 
lysts in  New  York  last 
month  that  business  had 
been  sluggish  in  the  first 
quarter  and  revenues  in  the 
first  six  months  of  this  year 
could  fall  below  target. 


SAP.  a stock  market  star 
for  most  of  the  1990s.  suf- 
fered a 15  per  cent  fall  in 
pre-tax  profit  In  the  fourth 
quarter  of  last  year,  partly 
because  companies  began  to 
reduce  spending  on  new 
computer  systems  to  concen- 
trate on  Year  2000  problems. 

However  - using  US 
accounting  standards  for  the 
first  time  - SAP  said  sales  in 
the  first  three  months  of  this 
year  had  risen  by  22  percent 
to  €I.08bn  <S1.15bn).  Pre-tax 
profits  slipped  by  l per  cent 
to  Cl  72m. 

Henning  Kagermann. 
SAP's  chairman,  said  the 
results  reflected  both  the 


accounting  change  and  a 
supjc  in  new  orders  in  the 
last  week  of  the  reporting 
period. 

Under  tbe  German 
accounting  principles  used 
before,  sales  would  have 
risen  by  20  per  cent  and  pre- 
tax profit  would  have  fallen 
by  19  per  cent. 

The  company's  strongest 
growth  in  the  first  quarter 
was  in  Europe,  the  Middle 
East  and  Africa,  where  sales 
rose  by  36  per  cent  to  €529m. 
Turnover  in  the  Americas 
was  up  14  per  cent  at 
€44Sm. 

Sales  in  the  Asia-Pacific 
region,  which  became  an 


increasing  source  of  concern 
last  year,  were  fiat  in  the 
first  quarter  at  €99m. 

Mr  Kagermann  said  the 
results,  released  early 
because  they  were  expected 
to  affect  the  market,  showed 
the  benefits  of  “stricter  con- 
trol coats  and  trouble-free 
integration  of  new  staff". 

Analysts  said  the 
dissolution  of  employee 
bonus  scheme  provisions 
had  also  propped  up  profits. 

SAP  was  hit  by  the  reces- 
sion in  Japan,  which 
accounts  for  8 per  cent  of  its 
sales,  as  well  as  by  economic 
problems  in  other  Asian 
countries  and  Russia. 


Threat  to  TV  group  CME 
fades  in  sacking  dispute 


By  Robert  Anderson  in  Prague 

Central  European  Media 
Enterprises,  the  Nasdaq- 
quoted  television  group,  and 
Vladimir  Zelezny,  the  licence 
holder  of  its  dominant  Czech 
operation  Nova  TV,  yester- 
day appeared  to  be  backing 
away  from  a confrontation 
that  could  have  stopped 
CME  broadcasting  in  its 
most  profitable  market. 

On  Monday  CME.  which 
runs  eight  TV  stations  in 
eastern  Europe,  sacked  Mr 
Zelezny  as  general  director 
of  Nova  TV's  operating  com- 
pany CNTS  Tor  allegedly 
exceeding  his  authority  and 
acting  against  Nova's  inter- 
ests. 

Mr  Zelezny  subsequently 
threatened  to  withdraw  per- 
mission to  use  the  licence 
from  CNTS.  in  which  CME 


holds  99  per  cent,  and  begin 
broadcasting  on  his 
own. 

Mr  Zelezny  said  yesterday 
he  was  bitter  over  being 
ejected  from  his  office  but  as 
long  as  he  was  able  to  carry 
out  his  obligations  as  a 
licence- holder  - by  being 
given  proper  access  to  Nova 
- he  would  not  carry  out  his 
threat. 

“We  will  carefully  watch 
the  quality  of  services  pro- 
vided." he  said.  "If  they 
[CNTS]  will  properly  fulfil 
our  orders  we  have  no  rea- 
son to  change.” 

Relations  between  CME 
and  Mr  Zelezny  broke  down 
over  its  attempt  to  win  more 
control  of  Nova  by  merging 
CNTS  and  the  licence  com- 
pany GET  21.  in  which  Mr 
Zelezny  holds  60  per 
cent. 


For  CME  the  issue  had 
become  pressing,  ahead  of 
its  $615m  takeover  by  SBS 
Broadcasting,  the  Nasdaq- 
listed  radio  and  television 
group,  that  was  announced 
last  month. 

Fred  KUnkhammer.  presi- 
dent of  CME.  said  talks  bad 
become  stuck  over  Mr  Zelez- 
ny’s  refusal  to  accept  con- 
straints. 

He  said  that  after  a merger 
Mr  Zelezny  “would  no  longer 
be  able  to  act  independently 
from  his  partners." 

Mr  KUnkhammer  said  tbe 
need  for  constraints  was 
shown  by  the  way  Mr 
Zelezny  gave  exclusive 
rights  to  buy  Nova  pro- 
grammes to  another  com- 
pany of  unknown  ownership 
without  consulting  his  part- 
ners, the  reason  given  for  his 
dismissal  from  CNTS. 


Trelleborg  may  sell  assets 
to  focus  on  engineering 


By  Tim  Burt  in  Stockholm 

Trelleborg,  the  Swedish 
engineering  and  distribution 
group,  is  considering  a wide- 
ranging  restructuring  that 
could  involve  its  withdrawal 
from  some  distribution  activ- 
ities and  the  disposal  uf  non- 
core  assets. 

The  company's  board  wiU 
today  assess  a number  of 
strategic  options,  which 
could  include  spinning  off 
the  distribution  operations 
to  shareholders,  in  a bid  to 
concentrate  on  core  indus- 
trial business  such  as  auto- 
motive components,  wheels 
and  polymers. 

As  part  of  the  restructur- 
ing. Trelleborg  has  already 
decided  to  spin  off  its  4*j.9 
per  cent  holding  in  Boliden. 
the  North  American  mining 
and  metals  company. 


The  move  is  aimed  at 
transforming  Trelleborg 
from  a loose  industrial  con- 
glomerate into  a more 
focused  engineering  com- 
pany, concentrating  on  areas 
such  as  solid  tyres  for  the 
agricultural  and  farming 
industries. 

Trelleborg  is  the  world's 
largest  manufacturer  of  such 
tyres  and  wheel  systems, 
with  a market  share  of  more 
than  20  per  cent. 

Assets  earmarked  for  dis- 
posal are  expected  to  include 
BPA.  the  electrical  installa- 
tion company,  and  Sorb 
industri.  tbe  manufacturer 
of  demolition  equipment. 

The  restructuring  follows 
the  arrival  of  Fredrik  Arp  as 
Trelleborg  chief  executive 
earlier  this  year. 

Mr  Arp.  previously  ctaier 
executive  of  Nordic  packing 


group  PLM.  confirmed  he 
was  evaluating  the  future 
structure  of  the  group  but 
declined  to  comment  on  its 
likely  shape. 

Pressure  for  change  has 
mounted  over  a sharp  fall  in 
profits  last  year,  which  fell 
from  SKr2.55bn  (S305m)  to 
SKr492m  following  losses  at 
Boliden  and  other  non-core 
businesses  - even  though 
sales  rose  from  SKr2n.8bn  to 
SKr25bn. 

"They  are  reviewing  all 
the  businesses  they  are  in.  It 
has  been  a conglomerate  for 
too  long,"  said  one  invest- 
ment banker  yesterday. 

Trelleborg’s  most  com- 
monly traded  B shares  have 
climbed  16  per  cent  in  the 
past  month  In  anticipation  of 
the  restructuring,  but  yester- 
day closed  down  SKrI.20  at 
SKrfl5.50. 


NEWS  DIGEST 


LIFE  SCIENCE 


In  the  first  quarter,  orders 
from  Asia  climbed  70  per  j 
cent  to  $1.65bn  from  the  pre 
vious  S970m.  with  orders 
from  Europe  little  changed 
at  S4.11bn.  against  S4.08bn, 
while  those  from  the  Ameri- 
cas climbed  32  per  cent  to 
$4.llbn  from  S408biL 
However,  orders  from  the 
Middle  East  and  Africa  fell 
sharply  to  S597m  from 
Si-52bn- 

Most  of  ABB's  divisions 
saw  an  increase  in  operating 
earnings. 


Competition  blamed  for 
Novartis  shares  fell 

Shares  in  Novartis  fell  sharply  yesterday  after  a steep 
decline  in  the  Swiss  We  sciena  ^Ximp^s  agrtiUSIn^ ; ' , 
sent  first-quarter  group  turnover  down  1 perceritDariiet- ; 
Vaseila,  chairman  and  Ohief  executive^  bfemad  stffSeped  “ 
competition  and  tcxrgh  conditions  In- US  and  European  ~ 
farming  for  a 10  per  cart  drop  In  ssflee  to  SR2.4fef  . ^ V 
(S1.6bn).  • 

The  company  said  it  did.  not  see  an  improvement  Ofj-the 
agribusiness  side,  which  makes  up  about  a third  of  tun-  ■' 
over,  for  at  least  a year.  The  core  pharmaceuticafe  busl- 
ness  fared  marginally,  better*  rising  4 per  cent  to  SFr4^bq»., 
though  this  Is  below  the  rafustry  nbmi.  Analysts  blamed  - 
the  company’s  relative  underexposure  to  the  booming JJS 
market  "Pharmaceutical  sales  growth  is  pedestrian,-"  said 
Mark  Tracey,  analyst  at  Goldman  Sachs.  Sales  of  Vdtaren, 
an  anti-rheumatic  and  Noyartisrs  second  biggest  setting 
drug,  dropped  11  per  cent  as  competition  from  generics 
and  a new  dass  of  drugs  kicked  h.  ■ * r 

David  Pffltng,  Pharmaceuticals  Correspondent 

FIBRES  •' 


Acordis  demerger  faces  delay 

The  planned  demerger  of  Acordis,  the  fibres  producer  cre- 
ated by  Akzo  Nobel  after  its  takeover  of  Courtaukfe  of  the 
UK,  may  be  delayed  until  next  year.  The  Dutch  chemicals 
group  said  yesterday  that  white  legal  and  other  prepara- 
tions for  a spin-off  were  on  schedule,  a sharp  downtun  h 
the  sector  meant  it  might  be  tetter  to  wait  A further  1 ,200 
jobs,  mainly  in  Germany  and  the  Netherlands,  are  being 
cut  at  Acordis,  which  together  with  redundancies  already 
in  train  wHI  reduce  staff  by  10  per  cent  This  is  in  response . 
to  what  Akzo  said  yesterday  was  a “cyclical  downturn  of 
the  textile  businesses  aggravated  by  a dramatic  increase 
of  exports  by  Asian  producers". 

Acordis,  with  sales  of  €2.3bn,  is  Intended  to  be  the 
world's  largest  dedicated  manufacturer  of  fibres.  It  did  not 
cover  its  cost  of  funds  in  the  three  months  to  March,  gen- 
erating operating  income  of  just  €4m  compared  with  €17m 
a year  earlier.  The  setback  was  in  part  responsible  for  a 
7 per  cent  decline  unveiled  yesterday  by  Akzo  In  quarterly 
net  profits,  which  stood  at  €173m.  Fritz  Frfilich,  Akzo’s 
chief  financial  officer,  said  the  group  would  take  a write-off 
of  “several  hundred  million  euros”  later  this  year  to  cover  - 
the  restructuring.  Shares  in  Akzo  rose  €2  in  Amsterdam  to 
€43.10,  however,  as  resuits  from  its  pakit  and  chemicals 
operations  emerged  better  than  expected.' 

Gordon  Cramb,  Amsterdam 


BANKING 


ABN  Amro  launches  service 

ABN  Amro  has  secured  its  first  customers  for  a global 
transaction  service  aimed  at  other  banks  and  multination- 
als, after  building  a payments  network  which  the  Dutch 
group  said  yesterday  had  cost  it  some  FI  Ibn  ($500m). 
Presenting  its  annual  report,  Jan  Kaiff,  chairman,  said 
Alcatel  of  France  was  among  the  initial  clients  for  a service 
he  described  as  a “clear  winner”  in  attracting  business.  He 
said  the  bank  aimed  to  be  among  a few  in  the  world  able 
' to  take  on  cash  management,  from  domestic  collections  to 
letters  of  credit,  for  multinationals  wherever  they  operate. 

The  F1 1 bn  investment  on  staff  and  information  technol- 
ogy was  made  over  three  years.  It  is  also  designed  to  sup- 
plant the  multiplicity  of  correspondent  banking  relation- 
ships operated  by  regional  financial  institutions. 

Gordon  Cramb 
Observer,  Page  11 


SPAIN 


Banco  Popular  ahead 

Banco  Popular,  Spain's  highly  capitalised  fourth-ranked 
bank,  yesterday  reported  first  quarter  results  that  were  well 
ahead  of  forecasts  and  claimed  it  had  regained  its  earn- 
ings momentum  with  improved  margins  across  the  board. 
A net  lender  on  the  interbank  market,  Popular  had  been 
under  considerable  pressure  to  broaden  its  business  activ- 
ity in  order  to  offset  the  impact  of  lowered  interest  rates.  ■ 
The  bank  raised  its  net  interest  income  by  3.1  per  cent 
year-on-year  to  €249.5m  ($271. 1m),  its  operating  income 
by  13.4  per  cent  to  €196.6m  and  rts  net  attributable  profit 
by  4.2  per  cent  to  €110m. 

Tom  Burns,  Madrid 


TAKEOVER 


Deutsche  official  to  step  down 

Deutsche  Bank  said  yesterday  that  Jurgen  Krumnow,  the 
management  board  member  responsible  for  financing  the 
$9bn  takeover  of  Bankers  Trust  of  the  US,  would  step 
down  from  his  pest  at  the  end  of  this  year.  The  timing  of 
the  announcement  surprised  financial  analysts.  There  have 
been  rumours  for  some  months  of  disagreements  between 
Mr  Krumnow  and  other  senior  Deutsche  officials  over  the 
Bankers  Trust  deal.  Tony  Barber,  Frankfurt 


SUN  LIFE  GLOBAL  PORTFOLIO  (SICAV) 

Registered  Office:  50.  avenue  J-  F.  Kennedy  Luxembourg 
R.C.  Luxembourg  B27526 
DIVIDEND  ANNOUNCEMENT 
The  Board  of  Directors  announces  that  a dividend  has  been  declared 
on  each  of  the  below  mentioned  portfolios  at  the  rare  per  share  which 
will  be  paid  on  12th  May  1999  to  (he  respective  Shareholder;  of  those 
portfolios  as  recorded  at  (he  close  of  business  on  31st  March  1999 

I .Q0p  (UKi  per  share  for  Haven  Portfolio 
n.94p  (l!K  l per  share  for  Distribution  Portfolio 
I .S0p  rUKj  per  share  fur  UK  Growth  Portfolio 
9.20  cenLs  (US)  per  share  for  Global  Bond  Portfolio 
15.00  pfennigs  (DM)  per  share  for  Ecological  Portfolio 


The  Board  of  Direcitns 


1st  April  1999 


FORDCREDrr 

AUTO  LOAN  MASTER  TRUST 
Sarins  1997-1,  Floating  Rate 
Auto  Loan  Assn!  Backed 
Certificate 
Dire  April  IS,  2002 
PSN  Number  XS007STH3150) 
In  acctnbnce  wth  lbs  eras  of  die 
dbamass  povenang  iJ>*  iwfrcfa- 
eoced  Certificates,  notice  » hereby 
fiven  rhai  the  Certificate  Rare  per 
annum  for  the  Interest  Period  com- 
mendng  April  ISL 1999.  to  JoJy  Id. 
1999.  shall  be  5.090000%.  The 
amen*  of  inest  payable  on  Jufy  15. 
1999.  m respect  to  each  US.  51.000 
pnwpal  mn  of  Gntffioaa  wffl  be 
U&SlZStfiMK. 

THE  CHASE  MANHATTAN  BANK 
Q as  Culculuaan  Agent 

April  22.  1999 


Chemical  Banking 
Corporation 

(Now  Chase  Manhattan 
Corporation) 

U&  $100 ,000,000 
Subordinated  Floating 
Rate  Notes  Due  2003 

In  aocotdsncB  with  the  provisto'B 
at  the  Noras,  notice  to  hereby 
grvon  that  tor  the  interest  period 
horn  Apr8  22. 1999  to  October  22. 
IBM  tire  Notes  cany  hit  Interest 
rate  of  5£%  par  annum. 

The  Interest  payable  on  the 
relevant  interest  payment  data, 
October  22, 1999  agafnst  coupon 
no.  13  Wfll  be  US.  £279.58  per 
U.S.  $10,000  note  and  U.S. 
52,795.83  per  U.S.  5100,000  note. 
Sf  Tbe  CtwMltBiJBtlan  Bank 
London 


NATEXlS  BANQUE 
lex  CREDIT  NATION  AL) 
FRF  dOO  000  000  &40rc 

BONDS  DUE  ZOOS 

WITH  COUPON 
REINVESTMENT  OPTION 
Common  Code : 3651355 
Srcoram  Code : 14762 

According  io  tbe  (emu  and 
condrtioos  of  the  Bond,,  nonce  i> 
hereby  given  that 

783  wppkmeiiurv  Bonds  have  been 
created  upon  exchange  ayaiad 
Coupons  on  account  <>T  payment  of 
uucrcsL 

New  loul  nominal  amount 
nuWandiifc! 

x of : 2 . FRF  f 013  ammo 

THE  PRINCIPAL  PAYING  AGENT 
SOCIETE  GENERATE 
RANK  & TRUST  SA. 
LUXEMBOURG 
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Swiss  sanitary  group  prepares  to  test  the  water 


Float  of  Geberit  by  Doughty  Hanson  will 
be  closely  watched,  writes  William  Hall 

The  Swiss  may  enjoy  tary  technology,  such  as 
making  money,  but  they  plumbing  installation,  inter- 
are  less  keen  on  fnreism  nal  water  supply  and  drain- 
age, and  lavatory  flushing 


he  Swiss  may  enjoy 
making  money,  but  they 
are  less  keen  on  foreign 
investors  doing  well  at  their 
expense.  So  plans  by 
Doughty  Hanson,  the  UK 
leveraged  buy-out  company, 
to  float  Geberit.  a 125-year- 
old  Swiss  sanitary  systems 
manufacturer,  will  be  exam- 
ined with  particular  close- 
ness by  Swiss  investors. 

It  is  less  than  three  years 
since  Doughty  Hanson 
floated  Tag  Heuer,  a luxury 
Swiss  watch  company.  The 
SFnJMm  (S408mj  issue  raised 
a lot  or  money  for  Doughty 
Hanson  and  its  partners,  but 
investors  in  the  Tag  Heuer 
IPO  have  fared  nowhere 
near  as  well,  its  shares  are 
still  trading  at  close  to  half 
the  SFra-15  issue  price. 

There  is  a big  difference, 
however,  between  Tag  Heuer 
and  Geberit.  One  markets 
branded  luxury  watches,  and 
has  been  hit  by  the  collapse 
in  Far  Eastern  luxury  goods 
spending.  The  other  is  Euro- 
pean market  leader  in  sani> 


A tate  of  two  IPOs 

Gaberit  sates  1998 
By  business  sector 


Shower  Mas  1.9% 


1*9  Maser 
Share  wtofrfSR) 
260': 


systems.  It  is  a high-margin 
business  and  less  cyclical 
than  that  for  traditional 
building  materials. 

The  only  quoted  competi- 
tors are  UK  companies  such 
as  Giynwed.  Caradon  and 
Hepworth.  Geberit's  Euro- 
P«m  competitors,  such  as  F. 
Grohe.  Wavin.  Friatec. 
ETEX  and  Viegener.  are  gen- 
erally unknown  to  investors. 

Geberit  does  not  compete 
in  low-margin  sanitary  ware, 
such  as  ceramic  basins  and 
bath  tubs,  where  there  is 
substantial  over-capacity.  In 
continental  Europe  the  com- 
pany accounts  for  more  than 
half  of  all  plumbing  installa- 
tion systems. 

Its  foture  lies  in  perfecting 
low-noise  drainage  systems, 
water-saving  technology, 
and  “touch-free”  electronic 
taps  and  lavatories. 

Since  1993  there  has  been 
no  growth  tn  European  con- 


TttdstaESFrl.ltn 
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struction,  yet  Geberit's  sales, 
concentrated  in  Germany, 
Italy,  Switzerland,  Austria! 
Netherlands,  France  and  Bel- 
gium, have  risen  30  per  cent. 

Geberit,  which  began  mak- 
ing lead-lined  wooden  toilet 
cisterns  in  1905,  was  a 
family-controlled  business 
until  the  Doughty  Hanson 
buy-out  It  has  14  production 
plants,  4,000  staff,  and  in 
1998  earned  SFr256m  before 
interest,  tax  and  deprecia- 
tion (Ebitda)  on  sales  of 
SFrlbn. 
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Over  the  last  decade,  sales 
have  grown  at  a compound 
annual  rate  of  9.7  per  cent 
and  Ebitda  by  12.6  per  cent  a 
year.  It  is  hard  to  see  what 
Doughty  Hanson  has  con- 
tributed. apart  from  debt. 

It  financed  the  deal  with 
SFr860m  of  bank  loans,  a 
D Ml 57m  (€79m,  $86ra)  high- 
yield  bond,  and  SFr300m  of 
equity.  Since  then.  Geberit 
has  cut  its  debt  by  around  a 
third  to  SFr7Q3m  and  its  bal- 
ance sheet  is  in  better  shape 
than  Tag  Heuer's  is  three 


years  after  its  infamous  IPO. 
However,  Doughty  Hanson 
paid  a relatively  high  price 
for  Geberit  and  is  under 
pressure  to  maximise  profits. 
If  the  IPO  is  not  to  face  the 
same  fate  as  Tag  Heuer. 
Doughty  Hanson  may  need 
to  leave  more  money  on  the 
table  than  It  did  before,  and 
appoint  directors  whose 
interests  are  more  closely 
aligned  to  the  long-term  suc- 
cess of  Geberit  than  to  the 
short-term  success  of 
Doughty , Hanson. 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 

T^HP.g”.MjjWCAT|QWs  UK  GROUP  IMPROVES  ON  Y62.4bn  BID  IN  ATTEMPT  TO  LURE  SHAREHOLDERS  AWAY  FROM  JAPANESE  CARRIER  NTT 

Cable  and  Wireless  raises  offer  for  IDC 


By  Hichryo  Nakamoto  to  Tokyo 

Cable  and  Wireless,  the  UK 
telecoms  group,  yesterday 
raised  Its  offer  for  me.  the 
Japanese  international  tele- 
coms carrier.  In  a bid  to  woo 
leading  shareholders  away 
worn  a rival  offer  by  NTT. 

The  UK  group,  which  is  a 
founding  shareholder  in  IDC 
with  a 17.7  per  cent  stake, 
bypassed  the  IDC  board  and 
took  its  higher  bid  directly 
to  other  founding  sharehold- 
ers, including  Toyota,  Itochu 


and  Airtoucb.  “The  discus- 
sion with  founding  share- 
holders today  was  construe- 
tive  and  there  was 
considerable  Interest  in  our 
new  offer."  C&W  said. 

However,  it  did  not  indi- 
cate by  how  much  it  had 
increased  its  initial  offer  of 
Y62.4bn  (S527m)  in  cash. 
Under  an  agreement 
between  founding  sharehold- 
ers, C&W  has  the  right  to 
match  NTT's  offer  which 
was  recommended  last  week 
by  the  IDC  board. 


C&W  indicated  that  its 
new  offer  was  higher  than 
the  offer  by-  Japan's  domi- 
nant domestic  operator. 
NTT,  which  is  believed  to  be 
offering  Y63bn-YB6bn  in  a 
cash  and  share  deal 
The  UK  group’s  new  offer 
also  contains  clearer  employ- 
ment guarantees  and  the 
ability  to  close  in  a reason- 
able amount  of  time,  com- 
pared with  NTT's  offer, 
which  Involves  a compli- 
cated deal  requiring  changes 
to  Japan’s  commercial  code. 


Shareholders  smile  e 
as  Japanese 
company  shines 

Asian  companies  have  often  been  blamed  for 
aggravating  the  economic  crisis  by  cronyism, 
lack  of  transparency  and  trampling  on  the  rights 
of  minority  shareholders.  But  a few  groups  have 
ted  the  way  in  maximising  shareholder  value. 

In  the  first  of  a series,  Paul  Abrahams  looks 
at  Hoya,  the  optical  glass  manufacturer 


The  IDC  board  rejected 
C&W's  initial  offer  in  favour 
of  a counter-offer  by  NTT  on 
the  grounds  that  . NTT 
ensured  job  security  for  IDC 
employees.  However,  NTT 
has  indicated  only  that  it 
will  offer  IDC  employees  jobs 
within  the  NTT  group  “in 
principle",  according  to 
sources  close  to  the  deal 
C&W  plans  to  carry  on 
individual  discussions  with 
founder  shareholders 
throughout  the  week  In  an 
attempt  to  convince  them  of 


Earnings  per  stem  (Y) 
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the  merits  of  its  new  offer. 

C&W  has  already  received 
the  support  of  the  UK’s 
Department  of  Trade  and 
Industry  in  what  could 
develop  into  a heated  trade 
dispute  between  the  two 
countries.  It  has  also  turned 
to  the  European  Union's 
competition  authorities  to 
seek  assistance  for  its  bid. 

The  battle  over  IDC  comes 
as  the  US  has  criticised 
Japan  for  failure  to  more 
folly  deregulate  its  telecoms 
market  and  provide  a level 


Hoya  is  the  sort  of  Japa- 
nese company  that 
ought  to  be  in  trouble. 
It  operates  in  a terrible  envi- 
ronment. The  group  sells 
spectacles  and  glassware  to 
Japan’s  reluctant  consum- 
ers; it  supplies  the  semicon- 
ductor industry,  which  has 
been  devastated  by  price 
wars. 

Yet  this  month  the  group's 
shares  hit  an  all-time  high  of 
Y7.500.  Nor  is  this  some 
overnight  phenomenon.  In 
the  past  five  years  Hoya  has 
outperformed  the  Topix 
index  of  aU  first  section 
shares  on  the  Tokyo  stock 
exchange  by  350  per  emit 
Despite  the  recession,  tbe 
company  ..  yesterday 
announced  record  net  profits 
for  the  year  ending  March,  of 
Y17.Sbn  ($151  m)  on  record 
sales  of  Y201bn. 

Hoya’s  astonishing  stock 
market  performance  is 
partly  due  to  its  legacy  of 
dominating  its  chosen  mar- 
ket segments,  such  as  semi- 
conductor photomasks  and 
blanks  where  , the  group 
holds  85  per  cent  market 
share.  But  mostly  it  is 


Aslan  investor 
values 


because  management  has 
adopted  shareholder-friendly 
management  practices  that, 
by  Japanese  standards,  are 
radical 

Hoya's  disclosure  policies 
are  exemplary.  Kenji  Ema, 
managing  director  in  charge 
of  finance  and  strategic  plan- 
ning, proudly  points  out  that 
not  only  does  the  group 
report  quarterly  - unusual 
in  Japan  - but  it  also  pro- 
vides a quarterly  breakdown 
of  the  sales  and  operating 
profits  of  individual  divi- 
sions. 

Mamoru  Yamanaka,  presi- 
dent, explains:  “Unlike  some 
Japanese  companies,  share- 
holders are  not  at  the  bot- 
tom of  the  list  of  our  priori- 
ties. We  have  to  tell 
Investors  about  changes  in 
the  business  as  quickly  and 
as-deariy  as  possible,  which 
is  why  we  moved  to  quar- 
terly remits.” 

Hoya’s  managers  have 


1994  95  96  97  98  99 
SmeCanms 

extraordinary  control  over 
their  businesses. 

In  the  past  three  years  the 
group  has  invested  heavily 
in  information  technology  to 
improve  the  HrYipHnwac  and 
quality  of  management 
information.  “We've  spent  a 
huge  amount  on  R/3  soft- 
ware from  Germany's  SAP. 
tt  was  really  expensive,  but 
worth  It,”  says  Mr  Yaman- 
aka. 

"Three  years  ago  we  really 
struggled  to  know  what  was 
happening  in  our  own  com- 
pany,” says  Mr  Ema  “Even 
the  coding  for  individual 
components  was  different 
within  our  subsidiaries.  Now 
we  can  monitor  the  cashflow 
and  profit  and  loss  account 
at  50  consolidated  companies 
and  examine  up  to  1,000  indi- 
vidual businesses.  We  can 
cut  the  data  by  business  or 
geography." 

One  result  is  that  Hoya 
has  monthly  management 
reporting,  iff  also  has  quar- 
terly budgeting,  allowing  ft 
to  allocate  capital  in  a more 
appropriate  and  timely  man- 
ner within  the  company,  as 
circumstances  .dictate  Most 
Japanese'  companies  set 
their  budgets  every  12 
months.  "Hie  information 
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has  been  fantastic  at  helping 
line-managers  make  deci- 
sions J*  says  Mr  Ema. 

He  explains  that  produc- 
tion managers  have  a ten- 
dency to  be  obsessed  by  out- 
put volumes  and  quality, 
wanting  to  buy  equipment 
that  makes  products  better 
and  more  quickly,  without 
any  thought  of  return  on 
investment 

“We  can  supply  informa- 
tion at  an  early  stage  and 
show  them  that  if  they  put 
in  all  the  costs  - equipment, 
machinery,  electricity, 
labour  - than  buying  a 
piece  of  equipment  may 
damage  the  company,"  be 
explains. 

The  group  has  abandoned 
return  on  equity  as  a 
performance  measure, 
even  though  its  11.2  per  cent 
return  is,  by  Japanese  stan- 
dards, sensational 
Mr  Ema  is  dismissive  of 
ROE,  arguing  that  it  can 
encourage  companies  to  take 
on  more  debt,  or  cut  back  on 
important  capital  spending. 

"If  we’d  only  looked  at 
ROE,  then  we  would  never 
have  invested  In. photonics,  a 
technology  involving  lasers 
and  optical  fibres  that  has 


tbe  potential  to  become  a big 
profit  centre,"  he  says. 

Instead,  the  mmpawy  has 
set  itself  the  goal  of  increas- 
ing shareholders  value 
added  (SVA). 

Mr  Yamanaka  admits  he 
does  not  understand  SVA, 
bat  Mr  Ema  explains  it  is  a 
value-based  management 
system  aimed  at  maximising 
shareholder  return.  It 
appears  to  be  a variation  of 
Stern  Stewart's  economic 
value  added. 

Foreign  investors  have 
been  ecstatic  about  Hoya’s 
progress  and  now  own  22  per 
cent  of  the  company. 

However,  there  are  con- 
cerns about  its  next  steps. 
Much  cost  has  been  taken 
out  of  the  business  already. 
In  addition,  the  group  has 
expressed  no  interest  in 
using  its  excess  capital  to 
buy  back  stock. 

Mr  Yamanaka  explains 
that  the  group  may  resort  to 
mergers  and  acquisitions. 
The  problem  is  that  the 
record  of  Japanese  compa- 
nies making  acquisitions, 
particularly  overseas,  is 
grim. . 

Nevertheless,  that  is  a 
small  quibble  given  the  com- 
pany’s success  so  far. 


PAL  creditors 
say  rescue  plan 


Tony  TasseU  bi  Manila 

The  outlook  for  the 
rehabilitation  of  Philippine' 
Airlines  was  further  clouded 
yesterday  after  its  leading 
creditors  warned  that 
changes  to  a proposed  plan 
were  “unacceptable”. 

In  a letter  to  the  Philip- 
pine Securities  and 
Exchange  Commission,  the 
US  Export  Import  Bank  said 
it  was  “greatly  concerned 
about  the  manner  and  sub- 
stance" of  the  changes  made 
by  Ludo  Tan,  PAL’s  major- 
ity shareholder,  following 
his  attempts  to  regain  direct 
management  control  of  the 
a fling  national  flag  carrier. 

The  Filipino- Chinese 
tycoon,  one  of  the  most  polit- 
ically influential  in  the  coun- 
try. called  a meeting  of  the 
PAL  board  on  Monday  to. 
reassume  the  role  of  chief 
executive  and  elected  an 
ally,  Avelino  Zapanta,  as 
chief  operating  officer. 

At  the  same  time,  Mr  Tan 
pledged  to  put  together  a 
group  of  investors  to  provide 
a critical  $200m  cash  infu- 
sion for  the  airline  subject  to 
undisclosed  conditions. 

In  the  letter,  also  written 
on  behalf  of  European  credit 
agencies,  the  Export  Import 
Bank  demanded  immediate 
clarification  from  the  SEC 
about  the-  authority  of  the 
board  to  make  such  changes. 

It  said  the  changes  were 
made  “outside  the  context  of 
a transparent  and  even- 
handed  process"  and  were  to 
“the  detriment  of  PAL  credi- 
tors and  other  stakeholders’*. 

The  European  credit  agen- 
cies had  funded  the  carrier's 
purchase  of  10  Airbus  Indus- 
trie jets,  while  the  bank 
backed  the  acquisition  of 
four  Boeing  aircraft.  The 
creditors  had  rejected  an  ear- 
lier plan  to  revive  the  mss: 
making  airline,  which  has 
more  than  $2-2bn  of  debts, 
partly  because  of  Mr  Tan's 
management  control  : 

This  led  to  recruitment  of 
five  executives  from -Cathay 
Pacific  as  management 
advisers  to  the  company  and 
the  appointment  of  Luis 
Juan  Virata,  an  investment 


banker,  as  acting  Chief  exec- 
utive. A subsequent  struggle 
for  control  developed 
between  the  Cathay  Pacific 
team  and  Mr  Tan. 

“A  consistent  theme  of  the 
European  credit  agencies 
has  been  our'  conviction  that 
for  PAL  to  be  viable  for  the 
long  term,  the  plan  and  its 
implementation  needed  to 
demonstrate  that  adequate 
equity  would  be  available 
and  an  experienced  manage- 
ment team  would  be  tn  place 
within  the  time  agreed,"  the 
letter  said.  •. 

'It  seems  apparent  from 
press  reports  and  the  events 
of  the  past  week  that  little 
confidence  can  be  gained 
that  either  of  those  two  pil- 
lars of  the  plan  will  be 
achieved  within  the -time- 
table originally  agreed."  , 

The  letter  argued  “uncer- 
tainty and  prejudice  for  the 
positions,  of  creditors"  bad 
once  again  been  introduced 
into  the  process  of  reviving 
PAL.  It  also  criticised  the 
cancellation  of  an  SEC  meet- 
ing with  secured  creditors  in 
Hong  Kong. 

• Ayala  Land,  the  Philip- 
pines’ largest  property  devel- 
oper, has  reported  a slide  in 
first-quarter  profits, 
reflecting  the  ^continuing 
subdued  conditions  of  the 
country's  real  estate  market 

Preliminary  figures 
released  at  the  company's 
annual  general  meeting 
showed  net  profit  dropped  19 
per  emit  to  about  650m  pesos 
($l7m)  in  the  three  months 
to  March  30,  from  803m 
pesos  last  time. 

Revenues  foil  8 per  cent  to 
2j2bn  pesos  in  the  first  quar- 
ter. Officials  said  the  fall 
reflected  a drop  in  condo- 
minium sales  - which  had 
been  strong  In  the  first  quar- 
ter last  y«r. 

'nen  Xuan  Doe,  regional 
analyst  with  Jardine  Flem- 
ing/Exchange  Capital,  said 
• the  'headline  numbers  had 
been  largely  in  line  with 
expectations.  He  added  the 
company  had  given  some 
; positive. . indications  of 
pick-up  in  the  housing  mar- 
ket in -the  second  half  of  the 
year.. 


PHILIPPINES  SECTOR  STANDS  OUT  AMID  REGIONAL  CRISIS 


Electronics  light  up  a 
way  through  the  gloom 


By  Tony  TasseU 


There  have  been  few  bright 
spots  on  the  Aslan  industrial 
landscape  in  the  midst  of  the 
region’s  economic  crisis,  but 
the  Philippine  electronics 
industry  has  proved  to  be 
one  of  them. 

One  of  the  largely  unher- 
alded success  stories  in  Aria, 
the  industry  has  expanded 
sharply  over  the  last  five 
years.  Even  during -the  cri- 
sis. exports  of  electronic 
goods  grew  more  than  30  per 
cent  In  1998  as  new  plants 
came  onstream  -.one  factor 
behind  the  Philippine  econo- 
my’s unexpected  resilience 
last  year. 

The  success  reflects  a leg- 
acy of  the  efforts  of  Kdel 
Ramos,  the  former  president, 
to  promote  the  Philippines 
as. an  electronics  manufac- 
turing base.  Between  1992 
and  1998,  companies  either 
setting  up  or  expanding 
operations  there  included 
Texas  Instruments,  Intel, 
Motorola,  National  Semicon- 
ductors. Philips,  Toshiba, 
Fujitsu,  Hitachi  and 
Yamaha.  ’• 

But  while  a recent  World 
Bank  report  concluded  the 
country  might  have  “the 
world’s  most  advanced 
export  structure"  due  to  its 
high  percentage  of  high  tech- 
nology products  in  total 
manufactured  exports,  con- 
cerns are  growing  over  how 
the  growth  in  elrotronics 
manufacturing  can  be  sus- 
tained. There  are  also  wor- 
ries over  relying  on  one 
industry  for  exports. 

High  technology  products 
accounted  for  873  per  cent  of 
total  manufactured  exports 
from  the  Philippines  in  1896, 
outstripping  other  countries . 
widely  considered  more  tech- 
nologically advanced,  such 
as  Singapore  (65.4  per  cent), 
Taiwan  - (40.9  pec  cent)  and 
Malaysia.  (60.4  per  cent). . . 

“The  high  dependence  an 
one  activity  to  drive  national 
exports  is  risky,  however 
dynamic  that  activity,'',  the 
World  Bank  report  noted, 
pointing  out  that  84  per  cent 
of  export  value  growth  for , 
the  Philippines  over  1991-97 
came  from  electronics. . 
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It  warns  that  a slackening 
of.  foreign  direct  investment 
or.  a technological  shift  that 
affects  costs  or  productivity 
could  be  disastrous.  “The 
very  fact  that  the  activity  is 
so  dynamic  and  globalised 
increases  the  risk  with  skill 
and  technical  requirements 
changing  constantly." 

Francisco  Ferrer,  chair- 
man of  the  industry  body 
Semiconductor  and  Elec- 
tronic Industries  in  the  Phi- 
lippines (Se Jpi)  admits  that 
there  are  risks.  “It  is  not 
good  to  have  all  your  eggs  in 
one  basket” 

However,  not  everyone  is 
as  pessimistic.  The  country's 
mam  competitive  strength  is 
its  pool  of  relatively-skilled. 
English-speaking  workers. 
And  while  labour  costs  are 
higher  than  in  some  coun- 
tries such,  as  Thailand,  Viet- 
nam and  China,  they  are 
lower  , than  those  of  more 
established  countries  like 
Malaysia. 

Shop  floor  wages  are  about 
$200  to  $250  a month,  com- 
pared, with  $300  to  $350  in 
Malaysia.  Similarly,  the 
wages  of  a senior  production 
supervisor  would  be  about 
$500  to  $600  in  the  Philip- 
pines compared  with  about 
$1300  in  Malaysia. 

Norberto  Viera,  president 
of  , Texas  Instruments  in  the 
Philippines,  adds  that  while 
labour  costs  may  be  higher 
than  hi  some  countries,  pro- 
ductivity and  the  availability 
of  skilled  workers  is  also 
higher. 

He  points  out  70  per  cent 
of  the  employees  at  his  com- 


pany - one  of  the  longest 
established  electronics  mul- 
tinationals in  the  country  - 
have  four-year  college 
degrees.  This  makes  them 
keener  and  quicker  to  learn 
skills,  making  them  more 
productive. 

The  World  Bank  also  says 
the  specialisation  of  the  Phi- 
lippines in  semiconductors, 
which  account  for  more  than 
80  per  cent  of  aU  electronic 
exports,  also  makes  the 
industry  less  vulnerable  to 
technological  shifts.  Semi- 
conductors are  less  prone  to 
price  fluctuations  than,  for 
example,  memory  chips  pro- 
duced by  Korea. 

Rob  Lewis,  director  of 
Asian  technology  research  at 
SG  Securities,  believes  the 
outlook  for  the  industry  is 
positive.  “Growth  is  coming 
not  so  much  from  demand* 
but  from  a shift  in  produc- 
tion to  where  tt  makes  more 
economic  sense  to  produce," 
he  says. 

Nevertheless,  the  Philip- 
pines still  faces  considerable 
competitive  disadvantages  in 
infrastructure.  Power  costs, 
for  example,  are  considered 
the  highest  in  Asia  outside 
Japan  and  other  areas  such 
as  transport  are  poor.  The 
industry  also  lacks  the  ade- 
quate base  of  suppliers  to 
enable  companies  to  under- 
take "original  electronic 
manufacturing”  rather  than 
simply  assembly  work. 

Seipf  says  export  growth 
will  slow  to  25  per  cent  In 
1999,  20  per  cent  in  2000  and 
15  per  cent  in  2001.  Mr  Fer- 
rer says  the  forecasts  are 
deliberately  conservative, 
but  a slowdown  in  1999  is 
inevitable  after  lower  new 
foreign  investment  last  year. 

In  1998,  export  growth  was 
sustained  by  a surge  in 
investment  in  new  projects 
the  year  before,  with  $lbn 
worth  of  new  projects 
approved  in  1997  coming 
onstream.  The  level  of 
approvals  last  year  has 
fhDen  to  $40Qm. 

Mr  Ferrer  says  tbe  Philip- 
pines will  have  to  renew  its 
efforts  to  attract  new  foreign 
direct  investment  if  the 
industry  is  to  achieve  higher 
growth  rates. 


playing  field  for  foreign  mar- 
ket participants. 

Junichiro  Miyazu,  presi- 
dent of  NTT,  yesterday 
declined  to  clarify  whether 
NTT  was  prepared  to  raise 
its  bid  in  response  to  an 
improved  bid  by  C&W. 

However,  Mr  Miyazu  has 
previously  Indicated  that 
NTT  was  not  planning  to 
enter  a competitive  bidding 
war  over  IDC  and  that  an 
NTT  acquisition  would 
depend  on  “unanimous" 
agreement  by  shareholders. 


Figures 

highlight 

retailers’ 

difficulty 

By  Naolco  Nakaosw  in  Tokyo 


Two  leading  Japanese 
supermarket  operators  yes- 
terday announced  results 
reflecting  the  severity  of  the 
retail  environment  as  con- 
sumer spending  collapses 
amid  the  country's  reces- 
sion. 

Daiei.  Japan’s  largest 
supermarket  operator,  yes- 
terday announced  a group 
net  loss  of  Y41.3bn  ($349 -2m), 
down  from  a YL2bn  profit  in 
fiscal  1997. 

Selyu,  tbe  fifth  largest, 
posted  a YLBbn  group  net 
profit,  up  from  a Y59.5bn 
loss  the  year  before.  But  the 
large  jump  was  largely  due 
to  an  Y80bn  exceptional 
profit  thanks  to  major  credi- 
tors forgiving  some  loans. 

Seiyu's  group  pre-tax  prof- 
its excluding  exceptional 
fell  25.7  per  cent  from  Y6.7bn 
to  Y5bfl- 

Daiei's  poor  results 
reflected  its  ailing  business 
and  its  large  debt  burden.  At 
the  end  of  fiscal  1998.  the 
retailer  was  struggling 
under  Y2,500bn  of  liabilities 
- the  result  of  over-expan- 
sion during  Japan’s  “bubble" 
years  in  the  late  1980s. 

Daiei  said  that  its  consoli- 
dated pre-tax  profits  exclu- 
ding exceptional  were 
Yll.lbn  in  fiscal  1998,  up 
from  a Y9.8bn  loss  the  year 
before. 

However,  Its  sales  fell  41 
per  cent  from  Y3,163bn  to 
Y3,032bxL  Daiei  said  it  expec- 
ted to  return  to  profit  in  the 
current  fiscal  year,  predict- 
ing a Ylhn  consolidated  net 
profit  and  a Yi3bn  pre-tax 
profit  excluding  exception- 
als. 

Analysts  said  Dalei’s  tar- 
get for  fiscal  1999  was  too 
optimistic. 

“Daiei  was  originally 
looking  to  make  a profit  [in 
fiscal  1998],  so  tbe  Y4L3bn 
[group  net]  loss  is  pretty 
appalling 

“Tbe  question  now  is 
whether  it  has  made  any 
changes  to  its  debt  reduction 
plan,”  said  Michael  Wheat- 
ley,  retail  analyst  at  Paribas 
Capital  Markets  in  Tokyo. 

Analysts  were  happier 
about  Seiyu's  results.  Unlike 
Daiei,  which  has  a problem 
both  with  its  operations  and 
its  subsidiaries,  they  said 
Seiyu's  operations  were 
looking  better. 

“Seiyu  had  a change  of 
management  in  1997  which 
triggered  a change  in  its 
business  - I think  its  core 
business  is  back  on  track 
now,"  said  Masahlro 
Matsu  oka,  retail  analyst  at 
Warburg  Dillon  Read  in 
Tokyo. 

The  Industrial  Bank  of 
Japan  and  Dai-Ichi  Kangyo 
Bank  yesterday  agreed  to 
forgive  more  than  Yll7bn  of 
loans  to  Tokyo  City  Finance, 
Seiyu's  struggling  finance 
arm. 


Thai  banks 
held  back  by 
Asia  downturn 


By  William  Banes  in  Bangkok 

Thai  banks  continued  to  feel 
the  effects  of  the  Asian 
financial  crisis,  demon- 
strated by  poor  first-quarter 
results  announced  yester- 
day. 

Thai  Farmers  Bank,  the 
second  largest  bank  still  in 
private  Thai  hands,  blamed 
its  net  loss  of  B 17.24  bn 
(S194m)  on  the  need  to  set 
aside  reserves. 

Provisions  of  Bt7.6ba 
knocked  first-quarter  results 
into  tbe  red.  compared  with 
a Bt 133.76m.  profit  last  time. 

Thai  banks  are  facing 
mounting  non-performing 
loans  after  many  Thai  corpo- 
rations ran  into  severe  cash- 
flow problems  or  refused  to 
service  their  debts. 

Outright  bankruptcies 
have  remained  relatively 
rare  for  big  companies 
because  outdated  foreclosure 
laws  have  only  recently  been 
updated. 

Commercial  banks  face  a 
punishing  schedule  of  mak- 
ing provisions  for  100  per 
cent  of  problem  loans  by  the 
end  of  2000,  as  ruled  by  the 
Bank  of  Thailand,  the  cen- 
tral bank. 

Analysts  said  they  would 
have  been  cautious  if  banks 
did  not  post  significant 
losses  because  it  would  have 
suggested  that  they  were  not 
able  to  make  provisions  due 
to  weak  operating  profits  or 
cash-flow  problems. 

If  it  were  not  for  the  provi- 
sions, Thai  Farmers  Bank 


could  have  made  Us  first 
operating  profit  since  the 
second  quarter  of  1998.  as 
the  unwinding  of  last  year’s 
initially  high  fixed  deposit 
rates  will  have  helped  boost 
its  operating  income. 

For  the  full  year,  the  bank 
faces  a favourable  environ- 
ment. Some  successful 
restructuring  of  clients' 
problem  loans  are  expected 
to  provide  interest  income, 
while  the  cost  of  funds  has 
fallen  from  Btli.4bn  to 
Bt9.65bn,  year-on-yeor. 

Interest  income  slipped  at 
a slower  rate:  from  BtI3iibn 
to  Btl2.23bQ. 

The  state-controlled 
Radaoasin  Bank,  which 
absorbed  the  remains  of  the 
failed  Laexn  Thong  Bank  last 
year,  said  it  incurred  a loss 
of  Bl544-27m  over  the  quar- 
ter. compared  with  a 
B 1664. 87m  loss  a year  earlier. 

The  bank  is  trying  to  boost 
its  capital  base  prior  to  its 
partial  sale  to  a strategic 
investor  within  the  next 
three  months. 

Meanwhile.  Sir  Patrick  GU- 
lam,  chairman  of  Standard 
Chartered,  said  his  institu- 
tion was  negotiating  with 
the  Thai  central  bank  over 
what  obligations  it  might 
incur  in  taking  over  the 
small  troubled  Nakomthon 
Bank,  The  Bank  of  Thailand 
said  on  Monday  that 
Nakomthon  would  have  to 
decide  by  April  29  whether 
to  opt  for  Standard  Char- 
tered or  the  United  Overseas 
Bank  of  Singapore. 


NEWS  DIGEST 


AIRLINES 


Garuda  aims  to  cut  costs 
through  Swissair  contract 

Garuda  Indonesia,  Indonesia's  national  earner,  has  signed 
a contract  with  Swissair  that  will  help  save  $1 1 .55m  hi 
maintenance  cost  and  future  investment  The  contract 
marks  another  step  taken  by  the  debt-laden  carrier  to  cut 
Its  operating  costs  and  bring  the  airline  back  to  profitabil- 
ity. 

The  three-year  maintenance  pooling  agreement  states 
that  Swissair  will  supply  Garuda  with  components  for  its 
six  Airbus-330jets  while  Garuda  will  send  unserviceable 
components  tn  Swissair,  a unit  of  SAirGroup  of  Switzer- 
land. 

Garuda  will  pay  US$2.84m  a year  for  the  service,  com- 
pared with  the  estimated  maintenance  cost  of  $4 .99m 
without  the  pooling  agreement  In  addition,  Garuda  will 
save  $9.4m  as  part  of  an  ongoing  investment  to  procure 
additional  A-330  spare  components. 

Richard  Budthadianto,  the  airline's  executive  vice  presi- 
dent of  engineering  and  maintenance,  said:  “We  try  to 
reduce  our  cost  in  several  areas  and  maintenance  is  one 
of  them.1'  Dow  Jones,  Jakarta 

THAILAND 


World  Bank  to  guarantee  bond 

The  Electricity  Generating  Authority  of  Thailand  is  looking 
to  issue  a tranche  of  bonds  guaranteed  by  the  World 
Bank.  The  state  energy  giant  Is  planning  to  issue  $300m 
by  July.  The  issue  is  expected  to  have  the  same  principal 
and  rolling  coupon  guarantees  of  a 10-year  eurobond 
tranche  Issued  in  October. 

The  World  Bank  may  choose  however  to  offer  only  to 
guarantee  the  principal  because  conditions  have  improved 
over  the  past  six  months,  according  to  Angoon  Kamoiy- 
abutr,  EGATs  assistant  governor  for  finance. 

The  multilateral  agency  was  brought  in  because  Thai 
sovereign  debt  had  fallen  to  junk  levels. 

William  Barnes,  Bangkok 


SINGAPORE 


Power  group  in  sell-off  plan 

Singapore  Power  is  to  divest  its  two  power-generation 
companies,  PowerSenoko  and  PowerSeraya,  by  2001  as 
the  group  restructures,  said  Ho  Kwon  Ping,  Singapore 
Power  chairman. 

The  two  companies  represent  about  one-third  of  the 
group’s  net  assets  and  55  per  cent  of  its  revenue. 

Sheila  McNulty,  Singapore 


COMPARTMENT 

MBS-2  AND  MBS-3 
of  MBS  S A. 

Openbare  V.B.S.  naar  Belgisch  Recht 
37,  avenue  Franklin  Roosevelt,  1050  Brussels 
Brussels  Trade  Register  618.247 

Notice  to  tin  noteholder*  of  MBS-2  and  MBS-3,  compartments  of  MBS  SA,  a Belgian  putofc  company 
far  iraestmenr  ti  debt  racefvaWoc. 

Pursuant  to  the  Terms  and  Conditions  of  MBS-2  and  MBS-3,  BACOB  Bank  has  decided  - by  virtue  of  the 
power  conferred  on  if  by  the  Beard  of  Dtoclors  of  MBS  SA  on  5 November  1098,  to  redenominate  m euros 
on  the  25th  of  May  1999  aH  outstanding  amounts  of  Class  A-1  Notes  (ISIN  Code  BE0002315845).  Class  A-2 
Notes  (lStN-cods  BE00Q23168S0).  Ctass  A-3  Notes  (IS1N  Code  BE0002317B86)  and  Class  B Notes  ((SIN 
Code  BE000231B872X  of  the  MBS-2  Compartment  and  oil  outetanefing  amounts  of  Class  A-i  Notes  (ISIN 
Code  BE0CQ2321900),  Class  A-2  Notes  (ISIN-eode  8E0002322916),  Class  A-3  Notes  (ISIN  Coda 
BE000232392Z)  and  B Nous  ((SIN  Code  BE00G2324938),  of  the  MBS-3  Compartment,  at  the  official 
conversion  rate  of  1 EUR  = 40.3399  BEfi  The  existing  denomination  of  the  Notes  in  BEF  shall  be 
redenominated  into  a new  denomination,  without  decimate,  rounded  down  to  the  nearest  euro.  MBS  mH 
settle  the  fractional  difference  in  cash  on  the  conversion  date.  The  new  denomination  of  the  Notes  win  be  of 
EUR  123^,  k has  also  bam  deciied  to  reconvenfenffwTemis  and  Conditions  of  the  Notes  so  as  to 
bring  teem  into  Bne  with  market  conventions  as  amended  by  the  Introduction  of  the  euro  such  as  Inter  afa 
the  determination  of  the  Rate  of  fnteresl  in  respect  of  eadh  etas  of  Notes  far  any  interest  Period  based  on 
the  Euribor  (Teterafe  page  248)  and  (he  actual  number  of  days  elapsed  in  the  relevant  Period  divided  by  a 
380  day  year.  Pursuant  to  Hie Terms  and  Concttions,  afl  the  amendments  are  deemed  to  be  applied. 

ThaamerxladTef7raetftoCond/ftons  wfl- save  for  unexpected  dnsumsancss-bs  appBed  for  the  flrsf  time  in 
respect  of  the  Interest  Period  boginning  on  25  May  1989. 

TJWfltosftogFtemianrwGi’obaJ  Notes  tor  Caass  A-1,  Class  A-2,  Class  A-3  and  Class  B Notes  of  the 
Compartments  MBS-2  and  MBS-3  be  replaced  by  new  Permanent  Global  Notes  for  each  relevant  Class 

of  Notes  denominated  in  auras  and  raconventSoned  aa  aforesaid. 

A copy  ol  the  amended  Items  and  Contfttons  of  the  Notes  of  the  Compartment  MBS-2  and  MBS-3  to  from 
25  May  1999  on  avafabie  on  request  at  the  office  of  the  Payfofl  Agent,  BACOB  Balk  S.&,  25  me  deTrbvea, 
1 040  Brussels,  and  mil  be  annexed  as  an  Amendment  to  the  Prospectus.  Tha  hrt  text  of  the  Terms  end 
Conditions  Is  also  avertable  on  the  TAEL  Website,  http^/www.tbabe 
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FINANCIAL  TIMES  THURSDAY  APRU-22 1999 


COMPANIES  & FINANCE:  UK 

MEDIA  CABLE  OPERATOR  PULLS  PLUG  ON  NEWCASTLE  DEAL  FOLLOWING  BLOCKING  OF  BSKYB  TAKEOVER  OF  MAWCHgTCTjJWfltD 


NTL  decides  against  bid  for  football  club 

. , . is-  i . 'r  hM 


By  Cathy  Newman  and  Patrick 
Harverson  in  Lmdoo  aid 
WHBam  Lewis. in  New  York 


The  prospect  of  mergers 
between  media  companies 
and  football  clubs  receded 
further  yesterday  after  NTL#. 
tbe  UK’s  third  biggest  cable 
operator,  said  it  bad  decided 
not  to  bid  for  Newcastle 
United. 

At  tbe  end  of  last  year, 
NTL  paid  £10m  ($16m)  for  a 
6-3  per  cent  stake  in  the  Pre- 
mier League  club,  and 
secured  an  option  to  take 


control  of  tbe  company  in  a 
deal  that  would  have  valued 
it  at  £i60m.  However  NTL 
has  shelved  its  plans  to 
make  a bid  following  the 
government's  recent  deci- 
sion to  block  British  Sky 
Broadcasting's  takeover  of 
Manchester  United. 

The  news  heightened  spec- 
ulation about  NTL's  other 
acquisition  plans.  It  emerged 
yesterday  that  NTL's  chair- 
man. George  Blumenthal,  is 
interested  in  a transaction 
with  Telewest  Communica- 
tions. the  UK's  second  larg- 


est cable  company,  and 
Cable  & Wireless  Communi- 
cations, the  country’s  big- 
gesL 

“We  are  interested  in  any 
transaction  with  either  or 
both  of  the  parties  that  make 
sense.”  Mr  Blumenthal  said. 
However,  he  declined  to 
comment  on  what  moves 
NTL  had  made  to  open  talks 
with  Telewest  and  CWC. 

NTL's  possible  offer  for 
Newcastle  had  been  referred 
to  the  Competition  Commis- 
sion. It  is  understood 
thatjfollowing  conversations 


with  the  commission,  NTL 
realised  the  government  was 
likely  to  conclude  that  it 
would  be  better  for  broad 
casters  not  to  own  football 
clubs. 

However.  NTL  is  still  keen 
to  assess  “other  opportuni- 
ties” in  football.  It  is 
believed  NTL  is  talking  to 
various  clubs  about  invest- 
ing in  them  in  return  for  tbe 
right  to  exploit  their  assets. 

Some  telecoms  analysts 
suggested  that  NTL  could 
have  been  reluctant  to  wait 
for  an  outcome  from  tbe 


commission  because  the 
company  was  keen  to  pursue 
other  acquisitions. 

Geoffrey  HamiJton-Fairley, 
chief  executive  of  Premium 
TV7  - NTL's  sports  television 
subsidiary  - said  NTL  was 
“content"  to  hold  6.3  per 
cent  of  Newcastle,  and  was 
“happy  with  the  long-term 
value  that  stake  repre- 
sented". 

Newcastle  privately  admit- 
ted it  was  not  surprised 
about  NTL’s  decision.  The 
fear  that  the  government 
had  stared  oB  all  potential 


media  buyers  of  clubs  had 
already  undermined  football 
share  prices.  NTL’s  with- 
drawal from  its  deal  with 
Newcastle  deepened  the  sec- 
tor's losses  yesterday. 

Newcastle's  shares  shed  5p 
to  close  at  73lAp. 

But  Nick  Batram.  football 
analyst  at  Greig  Middleton, 
the  stockbroker,  said:  "Hus 
is  not  finished.  The  whole 
basis  of  why  media  compa- 
nies want  to  buy  dubs  [to 
gain  access  to  valuable  pro- 
gramming content]  has  not 
gone  away." 


Travel  industry  consolidation  could  mean  more  time  in  the  sun 


The  issues  of  price  and  competition  could 
return  if  Airtours  bids  for  First  Choice, 
writes  Scheherazade  Daneshkhu 


Beach-head:  the  package  hoSday  battle 


British  holidaymakers 
are  enjoying  some  good 
holiday  bargains  at  tbe 
moment-  a flight  to  Portugal 
for  £62  ($100),  or  a week  in 
the  Indian  Ocean  for  £2S9  - 
prices  that  the  industry  can 
cite  as  evidence  of  Its 

competitiveness. 

The  twin  issues  of  holiday 
prices  and  competition  - 
matters  that  had  appeared  to 
be  settled  - are  likely  to 
resurface  if  Airtours,  the 
UK's  second  largest  tour 
operator  after  Thomson 
Travel  Group,  mounts  a hos- 
tile bid  for  First  Choice,  the 
tour  operator  that  has 
already  struck  a £1.5bn 
merger  agreement  with 
Switzerland's  Kuoni. 

Tbe  historically  volatile 
tour-operating  industry 
appeared  to  have  put  price 
wars  behind  it  after  a disas- 
trous 1996  when  it  misjudged 
consumer  demand  and  sup- 
plied the  market  with  too 
many  holidays  - which 
ended  in  forced  discounting 
at  the  expense  of  profits. 

Since  then  the  larger  par- 
ticipants in  the  industry 
have  rebuilt  profits  by  rein- 
ing in  supply.  Such  stability 
has  helped  its  image  and 
improved  market  ratings, 
notably  for  Airtours. 

This  business  has  also 
benefited  from  a wealthy 
backer  in  the  shape  of  Carni- 
val Corporation,  the  Miami- 
based  cruise  lino  that  has  a 
25 3 per  cent  stake,  and  from 
a strategy  of  overseas  expan- 
sion to  lessen  dependence  on 
the  UK  market. 

To  the  dismay  of  smaller 
travel  companies,  which  had 


argued  that  the  larger  holi- 
day groups  used  their  size  to 
squeeze  them  out,  the  indus- 
try was  also  declared 
“broadly  competitive"  by  the 
Competition  Commission  16 
months  ago  after  a year-long 
investigation. 

This  was  despite  acknowl- 
edging that  the  large  groups 
often  use  their  in-house 
travel  agents  to  promote 
their  own  holidays,  a process 
that  has  since  intensified. 
Thomson  owns  Lunn  Foly, 
the  largest  chain  of  travel 
agents,  and  Airtours  owns 
Going  Places,  the  second 
largest. 

The  commission's  report 
paved  the  way  for  increased 
consolidation:  the  top  four 
operators  - Thomson,  Air- 
tours, First  Choice  and 
Thomas  Cook/Carlson  - 
account  for  80  per  cent  of 
package  holiday  sales,  com- 
pared with  just  over  60  per 
cent  in  1997. 

A successful  Airtours  bid 
for  First  Choice,  after  its 
felled  attempt  in  1993.  would 
be  the  largest  step  in  that 
consolidation  and  would 
alter  the  industry’s  structure 
substantially. 

That  possibility  has 
already  provoked  outright 
opposition  from  Thomson 
and  First  Choice.  Preussag. 
the  German  travel  company, ' 
which  has  recently  entered 
the  UK  market  through  a 
controlling  stake  in  Thomas 
Cook,  is  also  likely  to  oppose 
such  a move. 

A combined  Airtours/First 
Choice  would  have  34  per 
rent  of  the  market,  against 
Thomson’s  27  per  cent  and 


UK  package  holiday  market  store  {%)' 
1997 


Share  prices  retetivB  to  the  FTSE  All-Share  ^ 


Others 


Thomson  Others 


Airtouis  First  Choice 

• Mr-Mckaw  ton  aU  Bunuiti  tnnl  aaeoe 


Thomas  Cook’s  17  per  cent 
Thomson  said  it  had  no 
plans  to  relinquish  its  posi- 
tion as  the  UK’s  largest 
package  holiday  group,  a 
position  it  has  historically 
defended  by  increasing  holi- 
day supply. 

'Fears  that  this  could  her- 
ald a return  to  holiday  price 
wars  sparked  the  fells  In  the 
share  price  this  week  of  both 
Thomson  and  Airtours, 
though  both  regained  some 
ground  yesterday. 

Ian  Clubb.  First  Choice 
chairman,  warned  against  a 
“reckless  gamble"  that  could 
trigger  another  regulatory 
inquiry  and  questioned  the 
likelihood  of  Airtours  aban- 
doning its  geographical 
diversification  strategy. 


However,  there  are  good 
reasons  why  Airtours  might 
be  prepared  to  sacrifice 
such  a strategy  for  the  time 
being. 

Although  a bid  far  First 
Choice  would  be  partially 
defensive  to  prevent  Kuoni  - 
at  least  temporarily  - from 
gaining  a foothold  in  the  UK 
market,  there  would  be  syn- 
ergy and  potential  cost  sav- 
ing benefits  too. 

A takeover  would  also 
make  Airtours  the  UK's  larg- 
est package  holiday  group. 

BT  Alex  Brown  estimates 
cost  savings  of  £20xn-£30m 
against  analysts’  estimates 
of  £10m-E12m  of  savings  In 
the  First  Choice/Kuoni 
merger. 

Airtours  needs  high  pas- 


senger volumes  to  sustain 
businesses  that  it  has  devel- 
oped on  the  back  of  UK  tour 
operating.  It  would  be  able 
to  amalgamate  its  own  tour 
operating  business  In  Can- 
ada with  that  of  First 
Choice.  A merger  would  also 
address  First  Choice’s  distri- 
bution weakness. 

Jason  Holden,  leisure  ana- 
lyst at  BT  Alex  Brown,  said: 
“Should  Airtours  success- 
fully bid  for  First  Choice  this 
would  be  very  much  in  the 
interests  of  both  companies' 
shareholders. 

But  if  Thomson  attempted 
to  undermine  the  deal  by  ini- 
tiating a price  war  or  a big 
boost  in  capacity,  this  would 
disadvantage  shareholders  of 
all  three  groups  and  per- 


haps, most  of  all,  Thomson 
shareholders." 

Some  institutional  share- 
holders in  Thomson  believe 
that  though  it  may  decide  to 
increase  holiday  supply,  it 
would  stop  short  of  initi- 
ating a price  war,  not  least 
because  of  its  stock  market 
listing  after  last  year’s  flota- 
tion by  Thomson  Corpora- 
tion. 

“This  industry  has  grown  up 
somewhat  and  understands 
that  getting  into  a price  war 
gets  everyone  nowhere," 
said  one  institutional  share- 
holder in  all  three  compa- 
nies. 

Seasoned  holiday  bargain- 
hunters  without  a holding  in 
the  sector  will  be  hoping  oth- 
erwise. 


Liberty  claims  financial  future  secured 


By  Richard  RMtn 

Liberty,  the  Regent  Street 
department  store  group,  has 
lined  up  £23m  ($37tn)  worth 
of  banking  facilities  to  fund 
its  five-year  strategy  plan  in 
a deal  it  said  yesterday  had 
secured  its  financial  future. 

The  board,  reporting  its 
first  full-year  figures  since  it 
took  control  last  March  fol- 
lowing two  boardroom 
coups,  also  announced  a 
modest  return  to  profit  Pre- 
tax profits  for  the  year  to 
January  30  were  £152,000 
against  an  £ll.5m  loss. 


although  turnover  fell  to 
£67.7m  (£72. lm). 

Tbe  five-year  plan  aims  at 
putting  the  group  on  a firm 
financial  footing  and  deliver- 
ing substantial  profits.  It 
was  launched  by  the  new 
management,  chaired  by 
Philip  Bowman,  after  the 
previous  management’s 
plans  for  a £43m  re-develop- 
ment of  the  company's  flag- 
ship Regent  Street  site  in 
London’s  West  End  were 
abandoned  last  August 

The  group  has  secured  a 
15-year  £l6m  term  loan  from 
Barclays  which,  with  other 


funding  facilities  from  the 
bank,  will  be  used  to  rede- 
velop the  store  and  expand 
the  branded  merchandise 
business. 

Michele  Jobling,  managing 
director,  said:  “There  are 
three  elements  to  the  strat- 
egy. There  is  a lot  of  work  to 
do  to  refurbish  the  Tudor 
building  [the  Regent  Street 
store]  and  improve  customer 
traffic.  Then  we  must  re-e- 
nergise  the  Liberty  brand 
which  will  take  three  years, 
expand  the  channels  of  dis- 
tribution and  finally 
improve  our  property  side." 


She  confirmed  that  Liberty 
was  in  talks  with  rival  retail- 
ers about  launching  its  first 
set  of  concessions  by  sum- 
mer next  year.  There  are  no 
plans  to  get  out  of  its  two 
stores  at  Heathrow  airport 
or  from  its  single  provincial 
store  in  Windsor.  The  mail 
order  division  is  to  expand, 
and  an  e-commerce  site  will 
be  launched  by  October. 

The  board  does  not  intend 
to  pay  a dividend  to  ordinary 
shareholders  but  has 
resumed  payment  of  the 
preference  share  dividend. 

Brian  Myerson.  who  repre- 


sents the  17  per  cent  share- 
holder Concerto  Capital  Cor- 
poration, said:  “We  have 
made  enormous  strides  to 
stabilise  the  business  and 
put  it  on  a firmer  footing. 
The  strategy  is  not  pie  in  the 
sky.  It  is  a meaningful  and 
achievable  one." 

The  group  also  announced 
that  & Capital  Partners,  a 
US  active  investor,  has  built 
up  an  n per  cent  holding. 

Broker  SG  Securities  is 
forecasting  a £600,000  loss 
for  the  current  year  but  a 
£1.2m  profit  for  the  year  to 
January  2001. 


Schroders 

finance 

director 

resigns 


By  day  Harris 


Richard  Broadbent  has 
resigned  as  the  global  head 
of  corporate  finance  at 
Schroders,  the  UK's  largest 
remaining  independent 
investment  banking  and 
fund  management  group. 

Mr  Broadbent,  46,  has 
spent  13  years  at  Schroders. 
Since  1998  he  has  been  based 
in  New  York,  where  he  was 
sent  to  exert  more  influence 
on  Schroder  & Co,  the  US 
investment  banking  subsid- 
iary formerly  called  Schro- 
der Wertheim. 

Although  the  UK  group 
had  taken  foil  ownership  of 
tbe  former  joint  venture  in 
1994,  the  New  York-based 
business  had  kept  its  own 
culture,  and  the  UK  parent 
felt  it  was  not  always  getting 
the  full  benefits  of  its  US 
investment 

Win  Bischoff,  Schroders 
chairman,  said  yesterday 
that  the  changes  in  person- 
nel and  reporting  lines  intro- 
duced under  Mr  Broadbent 
had  the  full  support  of 
Schroder  & Co  management 
and  would  not  be  affected  by 
his  departure. 

Mr  Broadbent,  who  was 
not  available  for  comment,  is 
not  believed  to  have  plans  to 
move  to  another  hw^lc. 


European  plea  to  Aim 


FlSEAimnd 
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By  David  Blackwell 


Most  of  the  companies  listed 
on  Aim  believe  it  would  ben- 
efit from  closer  links  with  a 
European  exchange,  accord- 
ing to  a survey  by  Mazars 
Neville  Russell,  the  accoun- 
tants, published  today. 

They  say  Aim  lacks  access 
to  European  capital  and 
should  consider  integration 
with  another  exchange,  such 
as  the  Neuer  Markt  in  Ger- 
many or  the  Nouveau 
Marcb6  in  France,  which 
between  them  provide  90  per 
cent  of  the  capital  for  the 
European  group  of 
exchanges  known  as  Euro 
NM. 

Philip  Chamberlain  of 
Mazars  Neville  Russell 
believes  that,  as  there  is  no 
link  with  Euro  NM  on  the 
horizon,  “UK  companies  in 
need  of  equity  finance 


should  take  a wider  view 
and  consider  sources  from 
across  Europe". 

He  points  out  that  when 
Aim  was  launched  in  June 
1995  it  offered  a unique  prop- 
osition. But  the  European 
markets  that  have  sprung  up 
since  then  are  trying  to 
attract  companies  in  high- 
growth  sectors  and  have  a 
history  of  outperforming 
their  senior  markets. 

Mazars  Neville  Russell 
first  surveyed  Aim  compa- 
nies two  years  ago.  finding 
enthusiasm  for  the  market 

bat  dissatisfaction  with  the 
performance  of  advisers,  and 
concern  about  costs. 

The  concerns  and  dissatis- 
faction have  worsened,  as 
reflected  in  the  feet  that  40 
per  cent  of  companies 
recently  listed  on  Aim  con- 
sidered going  to  venture  cap- 
italists as  an  alternative,  up 


from  25  per  cent  previously. 

Mr  Chamberlain  points 
out  that  the  exchange  was 
launched  to  provide  a low- 
cost,  lightly  regulated,  active 
market  for  growing  busi- 
nesses. “But  it  now  seems  to 
be  turning  into  an  unneces- 
sarily expensive,  illiquid 
market  where  some  compa- 
nies are  effectively  cajoled 
into  complying  with  the 
same  regulations  as  Official 
List  members." 

The  survey  reveals  that 

Aim  companies  blame  their 

brokers  and  institutional 
investors  for  poor  trading 
liquidity  in  their  shares. 

But  Mr  Chamberlain  sug- 
gests companies  need  to  look 
at  whether  they  are  trying 
hard  enough  to  make  their 
Aim  membership  work, 
including  releasing  enough 
shares  on  to  the  market 
when  they  join.  In  1997, 


□early  half  the  companies 
said  directors  or  original 
shareholders  retained  less 
than  20  per  cent  of  shares  in 
their  company;  In  the  latest 
survey.  45  per  cent  of  compa- 
nies said  directors  or  origi- 
nal shareholders  held  more 
than  50  per  cent  of  shares. 

□ Mazars  Neville  Russell 
1999  Aim  Survey  Results. 
0171-377-1000 
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Festival 
Parks 
Europe  to 
copy  US 
rivals 


By  JuDotts  Jowit 

A European  retail  and 
leisure  development  com- 
pany will  be  launched  today 
which  will  aim  to  copy  the 
success  of  joint  factory 
shopping  and  entertainment 
centres  in  tbe  US. 

Peter  Thomas,  the  Welsh 
property  magnate,  and  Paul 
Bailey,  co-founder  of  TBI. 
the  property  and  airports 
group,  are  backing  Festival 
Parks  Europe  with  £150m 
(*242m)  to  build  and  run  10 
new  centres  over  five  years. 

The  new  company  is  one 
of  several  UK  developers 
looking  to  mainland  Europe 
because  of  tightening 
planning  laws  and  growing 
competition  in  the  UK  . 

Gerald  Ronson's  Heron 
City  brand  has  acquired  nine 
sites  in  Europe.  BAA 
McArthur  Glen  is  expanding 
on  tbe  continent,  and  the 
Mills  Corporation  - which 
pioneered  the  multi-leisure 
concept  in  the  US  - is  said 
to  be  interested  in  expanding 
across  the  Atlantic. 

Festival  Parks’  first 
scheme  - a £56m  develop- 
ment near  Palma.  Majorca  - 
will  open  next  year. 

Three  further  sites  have 
been  acquired  in  Sweden 
and  Spain,  and  three  more 
are  under  consideration  in 
mainland  Europe. 

The  company,  to  be 
unveiled  at  the  International 
Council  of  Shopping  Centres 
fair  in  Madrid,  is  aiming  for 
a public  listing  in  five  years 
at  a value  of  £500m. 

Vincent  McNabb,  manag- 
ing director,  said  the  joint 
retail-leisure  developments 
would  offer  a range  of  activi- 
ties on  single  sites  of 300,000- 
600,000  sq  ft. 

They  will  include  factory 
shopping,  cinemas,  amuse- 
ment arcades,  restaurants, 
bars  and  other  attractions. 
The  Majorca  development 
will  have  two  discos,  a 
science  centre  and  mini-golf. 
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Who  is  cheering  the  Geordie 
Nation  now?  Cable  group 
NTL’s  decision,  to  drop,  its 
planned  bid  for  Newcastle 
United  leaves  minority  share- 
holders ashen-faced:  the 
shares  have  fallen  from  the 
1997  flotation  price  of  135p  to 
74p.  An  offer  of  112p,  repre- 
senting nearly  four  times 
prospective  sales,  was  decent 
for  a clnb  suffering  from 
extreme  management  disrup- 
tion - only  two  of  the  nine 
original  directors  have  put  in 
uninterrupted  service  - and 

a mediocre  playing  record. 

Investors  can  only  hope  for 
another  bidder.  NTL’s  pessi- 
mistic reading  of  its  chances  at  the  Competition  Commission 
does  not  seem  warranted  by  tbe  latter’s  report  on  British 
Sky  Broadcasting’s  bid  for  Manchester  United.  So  long  as 
NTL  remains  a minnow  in  the  sports  channel market,  it  is 
hard  to  see  how  its  ownership  of  Newcastle  would  reduce 
competition  for  Premier  League  rights.  One  explanation  is' 
that  NTL  might  be  dealing  the  decks  for  ambitious  deals  in 
the  UK  cable  sector,  ff  it  is  -casting  an  eye  over  both 
Telewest  and  Gable  & Wireless  Comrnimlcations.  its  caution: 
is  more  understandable. 

Average  earnings 

Could  the  Bank  of  England  be  bamboozled  by  average  earn- 
ings numbers  again?  Back  in  June  1998,  the  Bank  raised  UK 
interest  rates  in  response  to  a worrying  rise  in  the  earnings 
numbers,  which  subsequently  turned  out  to  be  statistically 
dubious.  Yesterday's  jump  in  the  three-month  average- 
annual  increase  in  namings  to  4.6  per  cent  caused  some  in 
the  market  to  worry  that  the  w«nir  might  postpone  a further 
cut  in  interest  rates  on  the  «ihi»  basis.  But  the  data  are  still 
being  revised  - there  is  a new  basis  for  calculating  bonuses 
- and  thus  represent  a slender  basis  for  policy  making: 
Survey  data  on  wage  settlements  show  no  sign  of  an  upward 
drift  and  the  expected  fell  in  headline  inflation  later  this  , 
year  should  apply  farther  downward  pressure.  The  labour 
market  is  «sHii  tight,  but  the  US  ban  shown  that  even  tighter 
markets  can  exist  without  apparent  inflationary  pressures.  - 
While  the  bottom  in  the  rate  cycle  cannot  be  Tar  away,  tire 
Bank  gbo»id  beware  being  caught  out  by  a rogue  statistic 
again  UK  rates  remain  the  highest  among  the  Group  of 
Seven  leading  industrial  countries,  sterling  is  strong  and  the 
economy  is  barely  growing.  One  must  hope  that  the  bias 
towards  earing  shown  in  the  April  minutes  is  not  exhausted. 


'There’s  gold  in 
them  there  streets’. 

As  Anglo  American  ups  sticks  to  London, 
Gillian  O’Connor  assays  its  prospects 


Anglo  American,  the 
diversified  mining 
group  that  is  moving  its 
domicile  and  listing  from 
Johannesb  urg  - -to'  - London 
next  month,  is  expected  to 
publish  its  prospectus  today. 

The  company  that  will  join 
the  London  market  is  being 
formed  through  a merger  of 
Anglo  American  Corporation 
of  South  Africa  (AAC)  and 
the  Luxemhourg-quoted 
Minorco.  Shares  in  the  two 
are  due  to  be  delisted  on  Fri- 
day May  2i.  and  dealings  in 
the  new  Anglo’s  shares  are 
expected  to  start  the  follow- 
ing Monday. 

The  company,  which  is  not 
issuing  any  new  shares  at 
the  time  of  its  London  list- 
ing. is  expected  to  have  a 
market  capitalisation  of 
£9bn-£10bn  «$14bn-$l6bn)-  It 
is  likely  to  be  elected  to  the 
FTSE  100  index  at  the  com- 
mittee’s quarterly  meeting 
on  June  9 - a change  that 
would  come  into  effect  on 
June  21  - and  would  come 
into  the  top  half  of  the 
index.  This  could  produce  an 
artificial  shortage  of  shares, 
since  index-tracking  funds 
will  have  to  buy  them,  and 
there  is  no  new  supply 
source. 

The  broad  shape  of  the 
enlarged  company’s  portfolio 
is  already  clear.  It  will  have 
interests  in  gold,  diamonds, 
platinum,  coal,  base  metals 
and  minerals,  forest  prod- 
ucts, financial  services,  agri- 
business and  chemicals. 

But  tbe  old  Anglo  and 
Minorco  had  different  year 
ends,  and  the  management 
has  been  rationalising  both 
companies’  structures  - buy. 
ing-in  some  minorities  and 
selling  some  non-core  busi- 
nesses. So  pro-forma 
accounts  showing  the  up- to 
-date  business  split  should 
be  one  of  the  most  interest- 
ing items  in  the  prospectus. 


Anglo's  pro-forma 
accounts  for  the  year  to 
December  31  1998  showed 
operating  profits  slightly 
aheadL  an cL pre-tax  .profits, 
and.  headline  earnings 
slightly  down,  but  the  com- 
pany pointed  out  that  the 
pressure  on  commodity 
prices  could  affect  prospects. 
Earnings  at  Minorco.  which : 
embraces  the  interests  out- 
side Africa,  were  roughly 
halved,  mainly  because  of. 
depressed  commodity  prices 
in  the  base  metals  and  agrt 
business  divisions.  ’ 

Most  analysis  are  waiting 
for  the  prospectus  before 
compiling  detailed  spread 
sheets.  And  they  caution 
that,  since  earlier  accounts 
from  Anglo,  Minorco  and  De 
Beers  (the  diamond  company 
with  which.  Anglo  has  cross 
shareholdings)  have  been 
unusually  opaque,  there  is 
an  unusually  large  number' 
of  outstanding  questions. 

The  recent  fashion  for 
cyclical  stocks  has  brought 
mining  shares  into  unusual 
prominence  in  world  stock 
markets.  Shares  in  the  two 
big  companies  listed  in  Lon- 
don - Rio  Tinto  and  Billiton 
- have  risen  by  43  and  57  per 
cent  so  far  this  year.  In 
Johannesburg,  Anglo  Ameri- 
can and  De  Beers  are  up  74 
and  79  per  cent 
Analysts  are  worried  that 
mining  shares  may  have 
raced  too  far  ahead  of  funda- 
mentals. Most  metal  prices 
are  still  sluggish,  and  only  a 
modest  upturn  is  expected 
later  this  year  and  next  ■ 

But  they  agree  the  sector 
background  makes  Anglo's 
launch  timely,  and  some 
reckon  it  looks  cheap 
against  otber  mining-  shares. 
Russell  Skirrow  of  Merrill 
Lynch  points  to  the  prospec- 
tive p/e  for  1999  of  about  15 
compared  with  27  for  Rio 
and  22  for  Billiton. 


Web  of  companies 
is  unravelled 


Anglo  American  and  De 
Beers  are  the  two  most 
important  names  In  the 
clutch  of  companies  long 
controlled  by  the  Oppen- 
heimer  family  of  South 
Africa,  writes  Gillian 
O’Connor. 

The  patriarch,  Ernest 
Oppenheimer,  used  diamond 
profits  from  De  Beers  to 
finance  the  gold  mines  that 
were  the  original  corner- 
stone of  Anglo.  Minorco  is  a 
more  recent  creation, 
designed  to  hold  the  non- 
diamond,  non-South  African 
interests.  Minorco  is  being 
subsumed  within  tbe  new 
Anglo  American,  but  De 
Beers  will  remain  a separate 


and  connected  company. 

After  the  London  launch, 
Anglo  will  own  30  per  cant  of 
De  Beers.  De  Beers  will  own 
40  per  cent  of  Anglo,  and  the 
Oppenheimer  family  almost 
another  10  per  cent 
Anglo  channelled  its  rash 
now  into  a wide  array  of 
non-mining  businesses  in 
South  Africa,  such  as  finan- 
cial services,  breweries  and 
paper. 

Now  the.  management  .is 
rationalising  its  interests  in 
focused  divisions.  And  it 
wants  Anglo  to  move  on  to 
the  world  mining  stage  - 
hence  the  absorption  of 
Minorco  and  the  move  to 
London. 
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Forestry  groups  flourish  as  pulp  prices  rise 

A strong  doHar  and  merger  hopes  have  also  produced  big  gains  in  the  sector  following  some  lean  years,  writes  Nicholas  George 


Shares  in  Europe's  for- 
estry product  compa- 
nies have  been  among 
the  continent's  star  perform- 
ers, boosted  by  higher  pulp 
prices,  a strong  dollar  and 
expectations  of  further  merg- 
ers. 

While  investors  have 
become  increasingly  nervous 
of  the  sky-high  valuations  of 
growth  stocks,  some  of 
Europe's  most  cyclical 
shares  have  been  outper- 
forming their  IT  colleagues. 

In  Sweden,  the  forestry 
index  has  risen  by  30  per 
cent  since  the  start  of  the 
year  and  . there  has  been.  a. 
rise  of  27  per  emit  in  the 
Finnish  forestry  index. 

Zn  Norway,  shares  in  the 
big  forestry  group  Norsks 
Skogsindustrler  are  up  24 
per  cent  with  those  of 
Europe's  largest  non-Nordic 
forestry  group  Jefferson 
Smurflt  up  more  than  66  per 
cent 

The  gains  are  due  partially 
to  the  strength  of  the  dollar, 
with  the  main  products 
priced  in  the  US  currency. 
The  strong  dollar  also  makes 
it  difficult  for  US  producers 


to  compete  in  export  mar* 
bets  with  their  European 
rivals.  ' ' 

However,  the  real  key  to 
the  recent  share  price  gains 
bas  been  falling  inventories 
of  the  key  benchmark  pulp, 
Northern  Softwood  Bleached 
Kraft  fNSBK). 

Pulp  Inventories  among 
North  American  and  Scandi- 
navian (Norecan)  producers 
have  fallen  this  spring  and 
are  coming  close  to  the  l-5m 
tonne  level,  the  “magic  line” 
which  is  usually  the  trigger- 
for  price  rises- 
Increases  in  the  price  of 
pulp,  which  is  a basic  raw 
material  used  in  the 'paper 
industry,  traditionally  have 
a knock-on  effect  on  prices 

throughout  the  industry. 

hi  fact,  pulp  prices  have 
already  begun  to  rise.  In 
March,  Sweden's  leading 
producers  announced  they 
were  lifting  the  price  of 
NSBK  to  $430  a tonne  from 
$460  with  a further  increase 
to  at  least  $S00  planned  for 
the  start  of  May. 

Although  these  price  rises 
look  modest  in  comparison 
to  levels  of  $1,000  a tonne 
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four  or  five  years,  I have 
mutual  fund  managers  who 

say  they  are  more  worried 
about  not  being  in  paper 
stocks  than  being  in  them," 
Mr  Georges  says. 

“Stock  markets  are  very 
expensive  fund  manag- 
ers who  have  been  running 
after  performance  are  petri- 
fied that  they  are  going  to 
miss  the  bounce  In  cyclical 

stocks." 


With  so  many  of  the 
positive  factors 
common  to  all 
companies  in  the  sector 
there  has  been  a consider- 
able amount  of  non-selective 
buying  with  investors  just 
keen  to  hold  forestries. 

think  you  wDl  find  that 
analysts  are  selective  in 
their  advice  but  the  market 
is  a great  JIattener  of 
trends,”  Mr  Georges  says. 

There  are  same  exceptions 
though,  with  shares  in 
Sweden’s  AssHOomSn  up  44 
per  cent  since  the  turn  of  the 
year,  reflecting  hopes  that 
the  appointment  of  a new 
chief  executive  and  the  dis- 
posal of  large  amounts  of 


NSBK  reached  briefly  in 
November  1995,  most  market 
experts  think  limited  rises 
are  sustainable  and  mark 
the  end  of  a long  period  of 
decline. 

“I  don't  think  we  will 
reach  prices  of  $1,000  again 


at  a time,  rather  than  $50  as 
it  used  to  be,  and  they  are 
closing  down  unprofitable 
mills,”  she  adds. 

Indeed,  it  has  taken  for- 
estry stocks  as  a sector  some 
time  to  recover  from  the 
damage  done  by  toe  sharp 


as  it  was  a totally  different  ' swings  in  pulp  prices. 


inflationary  environment 
then,"  says  Kaisa  Qjainmaa, 
a forestry  analyst  at  Swed- 
bank  Markets  in  Stockholm. 

"There  is,  however,  more 
discipline  now.  We  see  pro- 
ducers raising  prices  by  $20 


FTSE  Enobtoc  100 

Wax 


"The  collapse  in  pulp 
prices  in  1995  meant  the  sec- 
tor lost  a lot  of  credibility,’' 
says  Christian  Georges,  an 
analyst  with  Credit  Lyon- 
nais. 

"Now,  for  the  first  time  for 


forestry  land  will  boost'  the 

company's,  performance. 

The  prospect  of  further. 
consolidation  in  the  area 
also  adds  to  investors'  inter- 
est Last  week's  admission 
by  MoDo  and  SCA  that  they 
are  in  talks  about  merging 
their  fine  paper  operations 
added  some  substance  to 
recent  speculation. 

There  are  concerns  how- 
ever as  to  whether  the  rapid 
increase  in  the  sector's  valu- 
ation is  sustainable.  For 
example,  it  has  been' 
suggested  that  the  recent 
pick-up  in  Aslan  demand  for 
pulp  has  been  prompted  by 
paper  producers  taking1 
advantage  of  low  prices  to- 
build  up  inventories  rather 
than  buying  for  consump- 
tion. 

There  are  also  doubts  as  to 
whether  pulp  producers  will 
be  able  to  maintain  produc- 
tion restrictions  when  they 
see  prices  creeping  upwards. 

"Perhaps  the  development 
in  share  prices  has  been  a 
bit  too  strong  in  the  short 
term  so  we  are  cautious  at 
the  moment,"  Ms  Qjainmaa' 
says. 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 
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In  connection  with  the  privatisation  of 

CESKA  SPOfilTELNA,  a.s. 

In  accordance  with  Resolutions  No.  732  and  194  of  the  Government  of  the  Czech  Republic, 
dated  November  19*,  1997,  and  March  10*,  1999,  respectively,  regarding  the  sale  of  the  state- 
owned  interest  in  Ceski  spontelna,  a.s.,  the  Ministry  of  Finance  of  the  Czech  Republic 
and  the  National  Property  Fund  of  the  Czech  Republic  hereby  invite  international  financial 
institutions  (the  "Investors")  to  give  preliminary  indications  of  interest  in  the  purchase 
of  a controlling  equity  interest  in  CESKA  SPOftlTELNA,  a.s. 

Such  written  preliminary  indications  of  interest  should  include  the  following: 

□ Full  name  of  the  entity,  or  entities  in  the  case  of  a consortium  of  Investors,  expressing 
preliminary  interest,  including  the  name  of  any  controlling  entity,  a contact  address, 
and  names  of  contact  persons. 

□ Preliminary  confirmation  of  interest  in  the  purchase  of  a controlling  equity  interest 
in  Cesk£  spontelna,  a.s. 

□ Description  of  the  Investor's  principal  business  activities  and  summary  financial 
statements  as  of  December  31st,  1998,  as  well  as  any  more  recent  financial  results 
available. 

After  receipt  of  these  preliminary  indications  of  interest,  certain  Investors  (to  be  selected  based 
on  the  preliminary  indications  of  interest)  will  be  invited  to  take  part  in  a tender  to  purchase 
a controlling  equity  interest  in  CeskA  spofitelna  a.s. 

After  the  approval  of  the  1998  consolidated  audited  IAS  accounts,  an  Information 
Memorandum,  including  a summary  of  a proposed  restructuring  of  the  loan  portfolio  of  CeskA 
spontelna  a.s.  and  a privatisation  timetable,  will  be  distributed  to  these  selected  Investors. 
Investors  will  be  asked  to  submit  indicative  bids  on  the  basis  of  the  Information  Memorandum 
by  July  31st,  1999. 

Certain  Investors,  short-listed  on  the  basis  of  the  indicative  bids,  will  be  invited  to  perform 
a due  diligence  review  of  CeskA  spofitelna,  a.s.,  and  will  be  provided  with  the  results 
of  an  ad  hoc  loan  portfolio  review  that  is  currently  being  performed  by  an  independent 
international  accounting  firm.  Based  on  the  due  diligence  findings,  the  Investors  will  be  asked 
to  submit  binding  bids  in  order  to  consummate  the  sale  by  December  31st,  1999. 

Preliminary  indications  of  interest  should  be  delivered  to  the  financial  advisors  to  the  National 
Property  Fund  for  the  privatisation  of  teskA  spontelna,  a .s.  - Merrill  Lynch,  Ropemaker  Place, 
25  Ropemaker  Street,  London  EC2Y  9LY,  attention  of:  Mr.  Andrew  Gazitua  (teL:  00  44  171 
867  2176,  fax:  00  44  171  867  2157)  or  Mr.  Constantin  Kinsky  (tel:  00  420  2 2162  5547, 
fax:  00  420  2 2162  5588)  - no  later  than  May  7*,  1999. 


[April  22°*,  1999] 
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INTERNATIONAL  CAPI TAL  MARKETS ___ 

China-linked  EIB  kicks  off  Earns  scheme  Bonn  softens 


companies 

raise  $253m 


NEW  1SSIES 


New  international  bond  issues 


By  Loutee  Lucas  in  Hong  Kong 

Two  China-related  com* 
panieg  yesterday  raised  a 
total  of  US$253m.  capitaliz- 
ing on  the  recent  rally  on 
the  Hong  Kong  stock  market 

and  renewed  appetite  for 
China  plays. 

New  World  Infrastructure, 
one  of  the  biggest  Infrastruc- 
ture investors  In  China, 

raised  USSISOm  through  the 
sale  of  a convertible  bond  to 
AIG  Asian  Infrastructure 
Fund,  the  US$1 .7bn  invest- 
ment fund  run  by  AIG  of  the 
US  and  GIC  of  Singapore. 

The  purchase  is  the  largest 
single  investment  made  by 
AIF  U to  date  and.  according 
to  New  World  Infrastructure, 
is  one  of  the  biggest  equity 
investments  in  the  Asian 
region  since  the  onset  of  the 
financial  crisis  In  1997. 

- Separately,  Coscc  Pacific, 
the  Hong  Kong  listed  arm  of 
the  shipping  and  ports 
group,  raised  HK$801.1m 
(US$l03m)  through  a share 
placement. 

‘ The  shares  were  priced  at 
HKI4.78  each,  representing  a 
7.2  per  cent  discount  to  the 
closing  price  of  HKS5.15  at 
midday,  when  trading  was 
suspended. 

The  two  cash-raising  exer- 
cises follow  a less  than  suc- 
cessful convertible  bond 
issue  by  China  Merchant 
Holdings  (International),  the 
mainland-backed  shipping 
conglomerate  that  is  listed 
in  Hong  Kong. 

China  Merchants  initially 
set  out  to  sell  some  US$12Qm 
of  five-year  CBs  last  week, 
but  was  able  to  place  only 
half  that  amount,  plus  an 
over-allotment  of  $10m. 

The  scaled-back  deal  was 
taken  as  a signal  that 
demand  for  “red  chips” 


WORLD  BOND  PRICES 


remained  weak,  despite  the 
more  bullish  sentiment  on 
the  broader  stock  market. 

However,  the  latest  CB 
was  carefully  structured. 
NWTs  block  sale  to  a single 
investor  follows  its  parent's 
unsuccessful  efforts  to  place 
US$3 00m  worth  of  shares 
through  the  open  market  at 
the  end  of  last  year. 

New  World  Development, 

one  of  the  territory’s  biggest 
property  developers,  was 
able  to  sell  only  a fraction  of 
the  placement  to  committed 
investors,  said  bankers. 

This  is  borne  out  by  the 
share  price  performance: 
despite  the  rally  staged  by 
the  stock  market  since  then. 
New  World  Development’s 
share  price  is  languishing  at 
HKS18.15,  below  the  issue 
price  of  HK$20.05. 

The  benchmark  Hang 
Seng  Index  has  risen  some 
33  per  cent  since  the  lunar 
new  year  in  mid-February. 

The  latest  leg  of  the  rally 
has  focused  on  China  plays 
- especially  those  reckoned 
to  benefit  from  China's  entry 
into  the  World  Trade  Organi- 
sation. 

According  to  Goldman  | 
Sachs,  the  US  investment 
bank,  beneficiaries  would 
include  port  and  shipping  1 
companies,  such  as  Cosco  ! 
Pacific  and  China  Mer-  j 
chants;  foreign  retailers;  and 
foreign  financial  institu- 
tions. such  as  some  of  the 
Hong  Kong-based  banks. 

Bankers  expect  other  com- 
panies to  consider  launching 
cash-raising  exercises  on  the 
market.  Earlier  this  week, 
shares  in  Hutchison  Wham- 
poa and  Wharf  (Holdings), 
both  ports  to  telecommuni- 
cations conglomerates,  fell 
amid  speculation  of  share 
placements. 


By  Khozera  Merchant 
and  Vtacent  Boland 

The  European  Investment 
Rank  yesterday  kicked  off  its 
“Earns"  scheme  with  an 
inaugural  €2bn  bond. 

The  euro  area  reference 
notes  bring  together  all 
future  EIB  euro-denominated 
issues  under  a single  orbit 
Previously  the  EIB,  the  fin- 
ancing arm  of  the  European 
Union  and  Europe’s  leading 
issuer  of  non-government 
debt,  issued  on  a bond-by- 
bond basis.  Under  the  euro- 
denominated  benchmark 
debt  issuance  programme,  a 
bond  of  at  least  €2bn  will  be 
Issued  every  quarter. 

The  10-year  offering  will 
be  priced  today  to  yield  13 
basis  points  over  the  French 
j OAT,  slightly  wider  than 
i comparable  bonds  by  Fin- 
land and  Austria. 

Bankers  said  a rush  for 
10-year  paper  after  the 
recent  interest  rate  cut  by 
the  European  Central  bank, 
helped  demand  for  the  EIB 
bond.  It  is  fungible  with  a 
€2 bn  deal  issued  in  Decem- 
ber and  later  increased  by 
€2bn,  and  forms  part  of  the 
€15bn  due  to  be  Issued  under 
Earns  this  year. 
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The  rehabilitation  of  Latin 
American  credit  continued 
with  Chile’s  first  global  bond 
offering  in  a decade. 

The  10-year  $500m  offering 
was  priced  to  yield  175  basis 
points  over  US  Treasuries, 
tighter  than  pre-launch  talk 
of  200  basis  points. 

The  spread  tightened  by 
five  basis  points  after 
launch,  reflecting  Chile's 
scarcity  value  and  its 
detachment  from  Brazil. 


The  borrower's  A-/Baal 
rating  helped  attract  many 
US  and  European  high-grade 
investment  funds,  as  well  as 
dedicated  emerging  market 
funds. 

Bankers  said  the  oversub- 
scribed offering  was 
designed  to  establish  a 
benchmark  for  more  issu- 
ance by  Chilean  corporates. 

Independent  Newspapers 
became  the  first  Irish  com- 
pany. beside  banks,  to  tap 


the  market,  with  a €200m 
issue  of  10-year  bonds  priced 
to  yield  200  basis  points  over 
the  10-year  bund. 

Some  70  per  cent  of  the 
offering  was  sold  to  interna- 
tional investors.  Bankers 
said  the  issue,  through,  a 
wholly-owned  subsidiary, 
could  persuade  more  indus- 
trial companies  to  look  to 
the  bond  markets  for  new 
financing  rather  than  hank 
debt  or  equity. 


Sentiment  improves  towards  J GBs 
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By  Arkady  Ostrovsky  in  London 
and  John  Lataate  in  New  York 

The  success  of  a monthly 
Japanese  government  bond 
auction  provided  fresh  evi- 
dence of  improving  investor 
sentiment  towards  JGBs. 

Domestic  investors  rushed 
to  buy  10-year  Japanese 
bonds,  despite  the  low  cou- 
pon of  L5  per.  and  the  first 
monthly  auction  of  the  new 
fiscal  year  was  23  times  sub- 
scribed. Last  month's  auc- 
tion was  covered  only  1.6 


times  despite  a higher  cou- 
pon of  \A  per  cent. 

"Japanese  investors  are 
increasingly  of  the  view  that 
JGBs  are  a one-way  bet. 
since  the  government  would 
do  whatever  it  takes  to  pro- 
tect bond  investors,"  said 
Joanne  Collins  at  Daiwa 
Europe.  The  benchmark  10- 
year  JGB  future  closed  at 
134.70,  up  from  134.66. 

U5  Treasuries  were  mixed 
despite  renewed  buying  in 
the  stock  market  and  a 
morning  rise  in  ofi  prices. 

At  tbe  long  end,  the 
30-year  Treasury  bond  was 


unchanged  in  early  after- 
noon trading  at  96A,  yielding 
5.511  per  cent  Shorter-term 
issues  were  weaker,  with  the 
10-year  note  down  £ to  96$, 
sending  the  yield  up  to  5.159 
per  cent  and  the  two-year 
note  was  s lower  at  99g. 
yielding  4.959  per  cent. 

European  bond  markets 
edged  higher,  with  strong 
demand  for  three-year  and 
five-year  bonds. 

The  10-year  Germany 
bond  future  was  up  0.12  to 
115.73.  supported  by  a 
gloomy  report  from  tbe 
European  Central  Bank. 


which  made  some  investors 
hope  for  another  cut  in 
European  interest  rates. 

This  sentiment  was  not 
shared  by  investors  in  the 
UK  gilts  market  Phyllis 
Reed  at  Barclays  Capital 
said  a strong  labour  market 
report  contributed  to  the 
perception  that  UK  interest 
rates  would  not  faB  further. 

The  10-year  yield  spread 
between  gilts  and  bunds  wid- 
ened to  81  basis  points, 
reflecting  concern  about 
interest  rate  convergence 
between  euro-zone  countries 
and  the  UK 
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By  Arkady  Ostrovsky 

The  Paris  Club  of  official 
creditors  will  not  push  Rus- 
sia into  restructuring  its 
post-Soviet  dollar  eurobonds, 
under  a plan  outlined  by 
Siegfried  Borggrefe,  the  chief 
negotiator  for  Germany,  the 
largest  creditor. 

This  contrasts  with  Pakis- 
tan’s situation,  whs^e  donors 
have  demanded,  the  country 
reschedule  its  international 
bond  payments  as  part  of  a 
comprehensive  debt  restruct- 
uring deal 

The  Paris  Chib  insists  on 
tbe  principle  of  comparable 
treatment  of  private  and  sov- 
ereign creditors.  Investors  in 
Russian  bonds  feared  the 
Paris  Club  would  use  Pakis- 
tan as  a dress  rehearsal  and 
would  demand  a similar 

restructuring  of  the  $15.4bn 
worth  o£  Russian  eurobonds. 

According  to  Mr  Borg- 
grefe,  the  Pakistan  scenario 
would  not  be  applied  to  Rus- 
sian international  bonds, 
although  other  member 
countries  could  still  disagree 
with  Bonn’s  line.  However, 
Mikhail  Kasyanov,  Russia's 
itnjmty  flnariH»  minister,  said 
Russian  international  bonds 
were  not  under  discussion 
with  the  Paris  Club. 

Kasper  Bartholdy,  emerg- 
ing markets  analyst  at 
Credit  Suisse  First  Boston, 
said  the  proposed  deal  was 
good  news  for  Russian  euro- 
bond holders  but  it  was 
inconsistent  with  the  princi- 
ple applied  to  Pakistan. 

"The  Paris  Chib  appears  to 
have  conveniently  opted  for 
a cot  off  date  that  keeps  out 
the  eurobonds,”  he  said. 

Observers  said  Russia’s 
ability  to  secure  money  from 
international  financial  insti- 
tutions has  been  boosted  by 
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the  war  in  Kosovo.  Jose  Luis 
Daza,  emerging  markets 
strategist'  at-  J.P.  Morgan; 
said  there  was  little'  doubt 
‘ political  considerations  woe 
overriding  purely  economic 
considerations.  . - 

Tte  Paris  Club  recognises 
the  difference  between 

already  restructured.  Soviet- 

era  debt,  which  Russia 
stopped  servicing  after 
August  1998.  and  new  debt 
incurred  by  Russia  after  Jan-, 
usury  1992  that  it  continues 
to  service. 

On  this  basis,  the  Paris 
dub  would  be  prepared  to 
negotiate  the  restructuring 
of  up  to  $8bn  in  principal 
and  interest  payments  for 
1999  and  2000  of  Soviet-era 
debt,  as  well  as  overdue 
interest  payments  missed  by 
Russia  since  the  August 
financial  crisis  — without 
demanding  a restructuring 
of  interest  or  principal  pay- 
ments on  dollar  eurobonds. 

In  return,  Russia  has 
agreed  that  private  investors 
in  foreign  currency  Minfin, 
bonds,  originated  by  the 
Soviet  Union,  should  share 
tbe  burden  of  debt  restruct- 
uring with  the  Paris  dob. 
Russia  is  set  to  miss  a $L3bn 
principal  payment  on  one  of 
the  tranches  of  Minfin 
bonds,  which  falls  due  next 
month,  but  plans  to  pay  the 
$33Qm  interest  payment 

The  formal  restructuring 
of  Soviet-era  debt  .to  the 
Paris  dub  will  start  at  the 
end  of  May,  if  the  Interna- 
tional Monetary  Fund  agrees 
to  release  a new  loan  to  the' 
government 

Germany  has  insisted  Rus- 
sia did  not  qualify  for  debt 
forgiveness.  The  Kremlin, 
had  hoped  for  a writeoff  of 
up  to  75  per  cent  of  Soviet 
debt 
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CURRENCIES  & MONEY 


Recovery  in  US  stocks  boosts  dollar 


RACKETS  REPORT 

^stapher  Swaiui  

!5?n*heur0  plumbed  new 

depths  yesterday  as  US 
equity  markets  recovered 
ana  fears  mounted  over  an 
KcaJatfon  of  the  Balkan  con- 
flict. 

wfT«e  e,ur°  touclled  a new 
lifetime  low  of  *1.0577  during 

wading  in  London  yesterday 
before  closing  at  $i.06l. 

The  dollar’s  rise  was 
helped  by  a bullish  US  eco- 
nomic forecast  from  the 
International  Monetary 
Fund.  The  IMF  projected  US 
growth  of  3.3  per  cent  in 
1999>  _ flnd  downgraded 
Japan’s  growth  prospects. 
This  helped  the  yen 
retreat  to  YUM. 


to 


■ The  suggestion  that 
ground  forces  might  be 
required  in  Kosovo- put  the 
euro  on  the  defensive  from 
the  start  of  London  trading. 

After  midday  it  was  far- 
ther punished  by  a broad 


recovery  in  US  equities  in 

New  York's  morning  session. 

“Divergent  indications  from 
yanous  US  indices  had  marf? 
it  complicated  for.  currency 
markets  to  trade  off  US 
stock  developments,  despite 
Tuesday’s  rebound,"  argued 
Daniel  Katzive,  currency 
analyst  at  Standard  anH 
Poor’s  MMS.  “Turmoil  in  the 
US  had  provided  some 
respite  for  the  euro." 

Analysts  said  the  growth 
and  interest  rate  differential 
with  the  US  would  continue 
to  depress  the  euro  until  the 
European  Central  Bank 
moved  to  establish  some 
effective  flora:.  “There  is  a 
perception  that  the  rate  cut 
door  is  still  ajar,  despite 
assurances  from  Duisen- 
berg,“  said  David  Brown, 
chief  European  economist  at 

■ POUND  IN  NEW  YORK 
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Bear  Steams  in  London. 

He  added  that  market 
fears  of  parity  were  mount- 
ing and  that  the  currency 
would  continue  to  grind 
down  to  $1.03  before  the  ECB 
questioned  Its  policy  of 
benign  neglect 

■ The  publication  of  min- 
utes from  UK’s  monetary 
policy  committee  yesterday 
halted  sterling's  upward 

The  minutes . revealed 
unanimous  support  for  a 
rate  cut  in  April  and  cited 
the  strength  of  the  pound  as 
a key  factor  behind  the  deci- 
sion. “Barring  a relapse  of 
emerging  market  flu,”  said 
Brian  Martin,  currency  ana- 
lysts at  Barclays  Capital  In 
London,  “it  now  seems  likely 
that  US  interest  rates  will 
turn  the  comer  first" 

Meanwhile  the  market 
ignored  an  unexpectedly 
large  rise  in  average  earn- 
ings growth,  which  rose  to 
4.6  per  cent  in  the  three 
months  to  February.  Sterling 


Sooth  Korean  won 

Agteost  tta  Oior  (ndo  per  * 
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nudged  down  from  yester- 
day's close  of  SL616  to  finish 
London  trading  at  $1,607. 
There  was  little  movement 
in  the  short  sterling  market 
over  the  day. 

■ Aslan  currencies  sagged 
slightly  yesterday  as  equity 
markets  in  the  region 
retreated  and  the  yen  fell 
But  the  resilience-  of 
emerging  market  currencies 


in  the  face  of  jitters  on  WaB 
Street  led  some  to  argue  that 
the  market  had  recovered 
some  of  its  appetite  for 
risk. 

“The  trend  towards  emerg- 
ing market  currency 
strength  looks  set  to  con- 
tinue," said  Gene  Frieda,  of 
the  economic  consultancy 
4 Cast.  “So  much  so  that 
some  countries  may  wish  to 
prevent  an  excessive  appre- 
ciation which  would  damage 
exporters.** 

Claudio  Piron,  treasury 
economist  at  Standard  Char- 
ter in  London,  said  emerging 
market  currencies  had  been 
buoyed  by  the  global  switch 
from  growth  to  cyclical  and 
commodity  equities. 

■ OTHER  CUBfigTClES 
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■ The  forint  spiked  up  yes- 
terday as  the  Hungarian 
authorities  announced  that 
its  previous  crawling  peg 
devaluation  rate  would  be 
slowed. 

Zsigmond  Jarai,  Hungary’s 
finance  minister,  said  the 
rate  would  be  brimmed  by  0.1 
percentage  point  in  July  and 
by  the  same  amount  in  Octo- 
ber, from  a monthly  devalua- 
tion rate  of  0.6  per  cent 

While  the  move  was 
widely  expected,  it  strength- 
ened the  forint  from  0.5  per 
cent  to  U>  per  cent  above  its 
parity  against  a basket  of 
other  currencies,  including 
the  euro  and  the  dollar. 

But  Nick  Douch.  emerging 
markets  economist  at  Bar- 
clays Capital  in  London,  said 
the  rush  into  the  forint  was 
“too  headlong.”  Concerns 
remained  over  the  current 
account  deficit,  which  is 
increasingly  funded  by 
shorter-term  flows,  and  the 
fiscal  deficit,  which  could 
well  overshoot  expectations, 
be  said. 
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ECU  34)00^)00^00 
Euro  Metfeun  Term  Note 

and 

Euro  Depositary  Receipt  Programme 

of 

Lavoro  Bank  Overseas  N.V. 

and 

Banca  Nazkmale  del  Lavoro  S.pJL 

Series  N°3 

Banca  Nazionaie  dal  Lavoro  S.pA. 

- Hong  Kong  Brandi  - 

USS  100,000,000  St*onfinafeed  Floating 
Rata  Depositary  Receipts  due  1999 

In  accordance  with  the  terms  of  the  Series  Na  3 Depositary 
Receipts  (the  “ Receipts')  described  in  the  Pricing  Supplement 
dated  as  of  July  1 5, 1 994.  notice  is  hereby  given  that  fonhe 
Interest  Period  from  Aprt  22, 1999)0 Ji3y22, 1999  the  Re- 
cepts  win  carry  8n  Interest  Rate  of  5375%  per  annum. 
The  Interest  Amount  payable  on  the  relevant  Interest 
Payment  Date.  July 22.  7999  will 
be  USS  2.72  per  Receipt  of 
USS  200,  USS  27.17  per 
Receipt  of  USS  2.000  and 
USS  271.74  per  Receipt 
of  USS  20,000. 


77»  Cafculnton 
Agent 


ARTAL  GROUP  &A. 

Regained  office;  105,  Grand-Roe.  L-166J  Unnnbwag 
R.C.  Laxenboucg  B 44.470 

Ibe  AnmnJ  Gnenl  Meeting  of  Sbarebolden  of  Amt  Group  &A.  will  be  held 
arttwfianque  cte  Luxomboarg.  >4.  Oaulevairf  Royal,  L-2449  Luxe labour^  on 
Sanrday,  May  8, 1999  at  1530  fats,  fto  the  purpoK  of  diKnertng  and  voting 
. spoil  the  following  manrn. 

AGENDA. 

1.  Repeal  of  the  Board  ofDirectoa  and  npat  of  the  mntary  awfimr; 

2.  Approval  of  foe  annual  accoaueai  cDeomber  3 1. 1998; 

3.  AQocaliDo  of  results  aa  K December  3 1 . 1998; 

4.  Diachaip  to  the  dlrectm  and  the  saMmy  dfrecKr, 

5.  Stannary  (n)decriona; 

6.  MkceDneotn. 

Hridrn  of  beater  rtne  certificates  are  teqneated  to  depan  tear  sfams  no  bur 
tbanM^y,  3 1999  « Berujoe  de  Lgxanbonrg  SA,  Ltncmuboarg  or  a]  any  ether 


The  Board  of  Dinxtois 


LORRAINE  INVESTMENTS  LUXEMBOURG  &A. 

Registered  office  28,  Bonieeanl  Joaeph  0.  L-1840  Lawnhotag 
R.C-  LmarnfmagB  47.798 

The  AcsnaJ  General  Meeting  of  Shareholdea  of  Lonaaio  tavesaaeats 
S-A.  trill  be  held  at  the  Banqne  de  Lnaamboug,  !«,  Bonkvani 
Royal,  L-2449  Luxembourg,  an  Sttmday,  May  8.  1999  at  1430  hrs.  for  the 
poipQse  of  dbenaring  and  voting  igran  die  RiUotring  matien: 

AGENDA 

1.  Report  of  lheBoenl  of  Diicc&n  and  report  of  tin  sansmyaodimr, 

2.  Appraval  of  the  aonnal  accoona  e*  at  December  3 1, 1998; 

1 Allocation  of  rernSr  as  at  Decembrr  31. 1998; 

4.  Dtecharge  tothednectors  and  the  ganmay  (fircctor; 

1 Stanaory  <re)eleaionj; 

6.  Mbcefltwng. 

The  Board  of  Direooo 
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Notice  to  die  HnUeie  of  the  Oamantfing 

Ssangyong  Cement  Industrial  Co.,  Ltd 

fhinfmniriei  dr  Ihprib  if HhwKlItotoMtejj 

uJS.  $70,000,000 

3jOO  per  cent.  Convertible  Boasds  due  ZOOS 
lAe-BoniO 
of 

Ssangyong  Cement  Industrial  Co.,  Ltd 

(thc"Goapen<r*) 

NOTICE  IS  HEREBY  GIVEN  to  the  holders  of  die  Bands  tiut  error!  mg  to  the 
Teroa  end  CooJktnm  t4  ifac  Tn«  l^«d.  ebe  Company  ermounco  dm  ifae  teuc  of 
new  anunon  foeres  »be  puicbaied  and  the  fiee  dmrlhalon  of  common  dim  end 
run-voting  pnA-ritd  shares  were  decided  as  foflowi  by  our  Bmd  of  Dnceros’ 
Meeting  held  an  I2dt  Much.  1999  by  the  Korean  Commercial  Code. 

-The  Following. 

L Tenns  d the  Inuc  tt  Comnjao  Shan* 

1.  The  kind  and  number  cf  dunes  to  be  toned:  25366340  common  dsarcs 
reibtared  in  the  name  of  the  owner. 

2.  The  taatr  jriat  per  iham:  it  will  be  deesnrined  at  25  per  cent,  discount  on  the 
overage  ntodne  price  calaibieii  bp  Korean  Lmtprotidcdrirar  the  price  will  be 
rouatod  op  «here  judt  cakidaotas  arcaild  be  lest  than  Wen  1 00  and  if  die  tasue 
price  are  below  tie  par  value  (5300 Wan),  5300  Wen  will  be  ihe  note  price. 

I.  The  relevant  record  date:  15th  April,  1999. 

4.  The  of  of  common  tons  to  be  Issued:  20  per  of  die 

common  shares  ate  owed  to  odaiig  employee  to  aocotdance  with  mandanan' 
Piuririona  of  Korean  Law  aad  the  tea  ate  based  nr  dm  race  of  03673028  per 
share  to  the  shareholders  registered  on  the  Register  of  Shareholdert  at  5 pun.  on 
the  relevant  reead  date,  provided  that  the  race  cf  0.5S73023  per  share  map 
change  bp  dm  number  ol  share*  reaio  be  purchased  or  subscribed  fct  breaming 
employees,  die  number  of  shares  to  be  fsaued  bp  the  exercise  of  convertible 
hondhoUeta’  Cameroon  rtgbr  and  die  number  of  treann,  auefa  and  the  odd- 
lor  stsdts  and  the  aDocation  of  the  dtates  not  to  be  purchased  or  nibseti  bed  for 
are  decided  by  the  Regohakm  of  the  Baaed  of  Dtreaxm. 

5.  Suberiptkai  Etore 

5.1  Eahiing  employees:  ftv  t«o  days  bent  22nd  April.  1999  us  23rd  April. 
1999. 

5-2  ShaEboldenregtaBedcmihrRegiJBeraftlxBthaldeBarKhen-levaar 
record  date  far  two  day*  from  17th  May.  1999  n>  18th  May.  1999. 

6.  Payment  date  of  shares:  ZOdi  May.  1999. 

7.  Tim  plme  of  aiAscrterion  and  peymmuofnewshaesteaber  Changing  Bmneh 
tf  Chohung  Bank  m Qnma-bu  Branch  of  Hanvic  Bank. 

8.  The  depommoner  kt  subscription:  total  amount  to  be  paid  (or  nets  shares. 

9.  Dividend  accrual  date  Iv  January.  1999. 

ULTbe  deaikof  prt-en^rivt  righn 

10.1  Pre-emptive  rights  can  be  ttanjfenrd. 

10LZ  The  cercdkatea  of  pre-caaatve  ngho  can  be  beoed  only  m (be  case  efthe 
requirement  of  regtatcred  aharebolden  cn  the  refcrant  record  date,  the 
period  of  which  Is  horn  the  watte  due  of  alloatkm  of  new  shares  frior  m 
Suhsuipriml^te. 

iOJ  The  bolter  house  of  (he  ceredtotes  a(  pre-emptive  rights  h Smngyang 
lnveament  & Securirim  Gtv.  Lid. 

II. Ckbas 

1 1.1  The  depasii  money  lot  subscription  will  H:  the  money  to  be  paid  lor  nr» 
shares  on  2ftfc  May;  1999  sad  there  is  no  tatacK  at  be  acawsd  fcr  the 
depou  nxawT  far  adsorption. 

113  When  the  issue  prer  is  determined.  It  ■rill  he  announced  pibbely  cm 
Chorea  Dbo,  the  Korean  Economic  Etalfy  and  the  Korean  Stock  Market 
JtitanL 

D.  Terms  of  die  feee  dntrlbunon  of  dura 

I.  The  bad  and  number  of  shorn:  29,514^150  Common  Shares  and  i J 54,556 
Non-vorlng  Preferred  Shares- 
L The  tssuepricc  per  share  5300^ Won. 

3.  The  tdevont  recced  date  2 1st  May,  1999. 

4.  TTremetiiodofellocatiooefSheTtr  the  shares  are  dhtrihrnedai  tile  tare  c/OJ 
per  share  to  the  shareholders  registered  en  the  Reghrer  tf  Sharelxddets  ar 
5 pan.  on  the  rdevmi  reared  dare  and  common  shares  are  to  be  a Homed  to 
twlden  of  common  shares  and  non-voting  preferred  shares  ip  boldwcf  non- 
voting  shares,  provided  that  the  oteofOJ  pa  tittle  nrey  change  by  the  numbs 
of  shares  to  be  issued  by  the  exocfac  of  convertible  bondholders'  oosmteito 
right  and  the  ftumbtrof  oeastay  stock  and  the  odd-tot  nocb  under  a strait  still 
be  paid  in  oah  afirr  they  ere  said  in  dosing  price  an  the  fiat  due  of  listing  of 
near  duns. 

5.  Tlicrtvmie  source  cf  free  dtenibuOarcC^wil  in  cicen  of  par  value. 

& Dividend  actual  dare:  1st  January,  1999. 

HL  Public  Announcement  of  die  Relevant  Rcctzd  Date  aad  die  Closure  tf  the 
Register  of  shareholder* 

1.  [p  Ae  case  efthe  isn^  of  new  common  share*  to  be  purchased. 

1.1  dreietemurccreti  date:  15th  April.  1999. 

U (he  period  of  the  doom  of  the  regtsreref  shanjulderofrtro  16th  April, 
1999  roJOth  April,  1999. 

2.  In  the  tarerfasne  of  free  dhtrtixakat  of nw>  shares. 

2.1  the  uJLvaiu  reentddare:  2lst  May,  1999. 

22  the  period  cf  the  closure  of  the  register  d sharcbolden;  from  22nd  May, 
1999  to  4th  June,  1999. 


22nd  April,  099 


Ssangyoog  Cement  indmtrial  Co,  Ltd 
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COMMODITIES  & AGRICULTURE 


Gold  price  expected  to  stay  in  $265-$305  range 


By  fiffian  OXOnur 
Mining  Correspondent  _ 

The  gold  price  is  expected  to 
remain  in  the  $365  to  $305  an 
ounce  range  for  the  rest  of 
the  year,  and  Is  more  likely 
to  bump  against  the  floor 
than  the  ceiling,  according 
to  Gold  Fields  Mineral  Ser- 
vices. the  Independent 
research  body. 


By  Stephen  Wyatt  in  Sydney 


A key  $5.5bn  natural  gas 
pipeline,  extending  2,655km 
from  Papua  New  Guinea  to 
Queensland  Australia,  now 
looks  set  for  construction 
after  Exxon  agreed  to  inte- 
grate its  Hides  gas  field  in 
Papua  New  Guinea  with 
Chevron's  adjacent  Kutuhu 
field. 

Both  fields  now  provide 
adequate  gas  for  the  poten- 
tial execution  of  long-term 
contracts.  Talks  are  under 
way  with  potential  custom- 
ers such  as  Comalco,  which 
Is  considering  the  construc- 
tion of  a A$1.2tm  (SUSTTSm) 
alumina  refinery  at  the  end 
of  the  pipeline  in  Gladstone, 
as  well  as  Queensland  Alu- 
mina, nickel  producer  QNI. 
and  power  generators  Ergon 
and  Energex. 

If  initial  customers  for 
about  130.2bn  cuft  of  gas  a 
year  can  now  be  signed,  the 
project  is  set  to  proceed. 

This  gas  project  is  part  of 
a myriad  of  changes  that 
have  occurred  in  Australia's 
energy  markets  since  1998. 

Fundamental  reforms  to 
the  domestic  electricity  and 
natural  gas  markets  under 
the  programmes  of  microeco- 
nomic and  competition  pol- 
icy reform,  are  now  begin- 
ning to  have  an  impact 

They  are  forecast  to  trig- 
ger increased  effirtenrips  in 
energy  use,  according  to  a 


Hue  with  GFMS’s  predictions 
earlier  this  year. 

Managing  director  Philip 
Bapwijk  pointed  to  several 
factors  likely  to  depress 
demand,  infolding  low  eco- 
nomic growth  and  inflation; 
the  danger  that  a weak 
recovery  in  east  Asia  would 
be  more  than  offset  by  lower 
demand  in  other  parts  of  the 
world:  the  likelihood  that 
Indian  demand  would  not 
grow  as  East  as  it  did  last 


recent  report  released  by  the 
Australian  Bureau  of  Agri- 
cultural and  Resource  Eco- 
nomics (ABARE),  the  Aus- 
tralian government's 
independent  research 
agency. 

ABARE  forecasts  that 
total  Australian  energy  con- 
sumption will  grow  at  an 
average  rate  of  L4  per  cent  a 
year  between  1997-98  and 
2014-15.  This  rate  of  growth 
compares  with  that  enjoyed 
over  the  past  25  years  of  2.6 
per  cent  a year. 

Efficiency  gains  are  expec- 
ted in  the  electricity  genera- 
tion sector  “where  a sub- 
stantial increase  In  natural 
gas-fired  electricity  genera- 
tion and  a large  increase  in 
co-generation  are  likely  to 
result  in  significant  improve- 
ments in  average  thermal 
efficiencies",  said  the  report. 

Natural  gas  consumption 
is  expected  to  grow  at  an 
average  annual  rate  of 
almost  4JJ  per  cent  a year  up 
to  2014-15. 

However,  this  w ffl  be  at 
the  expense  of  domestic  coal 
consumption.  Black  coal 
consumption  is  expected  to 
decline  at  an  average  annual 
rate  of  0.1  per  cent  a year 
and  brown  coal  consumption 
by  0.4  per  cent  over  the 
forecast  period  1997-96  to 
2014-15. 

The  boom  in  natural  gas 
consumption  is  expected  by 
ABARE  because  of  exten- 


quantity  of  gold  being  smug- 
gled into  China. 

The  main  factor  in  inflat- 
ing supply  last  year  was  an 
increase  in  the  amount  of 
scrap  - jewellery  and  other 
gold  products  sold  and  then 
melted  down. 

There  is  likely  to  be  a 
reduction  in  scrap  supplies 
this  year  hut  an  Increase  in 
gold  hedging  by  producers, 
trying  to  lock  in  profits 
whenever  the  gold  price 
rallies. 


sions  to  Australia's  natural 
gas  pipeline  grid,  especially 
in  Queensland  and  Western 
Australia.  Integral  to  this  is 
the  gas  pipeline  from  Papua 
New  Guinea  to  Queensland. 

Also  behind  the  rise  in 
natural  gas  usage  is  an 
expected  acceleration  in 
reforms  of  the  gas  market  in 
Australia  and  tbe  maturing 
of  reforms  already  under 
way  in  Australia’s  national 
electricity  market 

Reforms  in  the  gas  market 
should  lead  to  reductions  in 
the  real  price  of  natural  gas 
delivered  to  customers, 
improve  the  competitiveness 
of  gas  compared  with  elec- 
tricity and  open  up  industry 
as  users  of  natural  gas.  par- 
ticularly the  mining,  manu- 
facturing and  electricity  gen- 
eration sectors,  said  the 
ABARE  report 

Interestingly,  the  initial 
impact  of  electricity  deregu- 
lation was  to  increase  the 
use  of  coal-fired  electricity 
generation.  The  initial  bene- 
ficiaries of  change  were  the 
incumbent  coal-based  elec- 
tricity generators  as  a result 
of  vesting  contracts  that  set 
prices  to  smooth  the  process 
of  reform.  The  vesting  con- 
tract prices  were  at  higher 
prices  than  the  newer  com- 
petitive wholesale  electricity 
price. 

These  power  generators 
have  been  able  to  aggres- 
sively offer  electricity  and. 


However.  GFMS  believes  it 
Is  possible  net  central  bank 
sales  could  decline. 

The  research  firm  argues 
that  the  actual  quantity  of 
gold  mined  in  a year  is  not 
the  key  to  gold  supply  and 
hence  the  gold  price:  what 
matters  is  what  happens  to 
existing  gold  - which  it 
terms  “above  ground 
stocks". 

Over  tbe  past  decade  an 
average  36  per  cent  of  total 
supply  has  come  from  this 


as  a result,  operate  at 
increasingly  higher  levels  of 
capacity. 

Now  though,  as  these 
early  vesting  contracts  begin 
to  expire  and  tbe  gas  market 
reforms  reduce  the  price  of 
gas.  new  electricity  generat- 
ing capacity  is  likely  to  be 
gas-fired. 

“Gas-fired  electricity  gen- 
erators are  smaller,  cheaper 
to  establish  and  more  envi- 
ronmentally friendly."  said 
Andrew  Dickson,  senior 
economist  with  ABARE. 

Also  contributing  to  the 
slower  rate  of  energy  con- 
sumption in  Australia  is  the 
possibility  that  future  envi- 
ronmental policies  will  aim 
to  reduce  energy  consump- 
tion and  greenhouse  gas 
emissions,  said  Tom  Waring, 
AB ARE's  manager  of  Miner- 
als and  Energy  Research. 

Total  energy  production  in 


source,  compared  with  W per 
cent  from  new  mine  produc- 
tion. but  the  origin  varies. 

Last  year,  for  instance,  the 
important  factor  was  the  75 
per  cent  surge  in  scrap  sup- 
plies. thanks  to  the  east 
Asian  crisis.  Central  bank 
sales  rose  by  a compara- 
tively modest  10  per  cent. 

But  actual  sales  by  central 
banks  are  only  one  of  the 
ways  in  which  their  gold 
holdings  can  influence  the 
market.  They  also  lend  gold. 


Australia  is  projected  to  be 
16.951  petajoules  in  2014-15. 
some  55  per  cent  above  the 
1997-98  level,  according  to 
ABARE.  This  will  result  in  a 
rising  exportable  surplus,  as 
this  growth  rate  of  2B  per 
cent  a year  is  higher  than 
the  projected  1.4  per  cent  a 
year  increase  in  consump- 
tion. 

In  energy  terms,  black  coal 
and  uranium  are  forecast  to 
dominate  energy  production 
and  trade  but  natural  gas 
production  wil]  also  increase 
at  a substantial  63  per  cent 
a year  through  to  2015  on  the 
back  of  rising  domestic  con- 
sumption and  increased 
exports  of  liquefied  natural 
gas  (LNG). 

Tbe  ABARE  study  is  based 
mainly  on  a survey  of  Aus- 
tralia's mining,  manufactur- 
ing and  electricity  and  gas 
production  sectors. 


usually  to  mining  companies 
wanting  to  hedge  by  selling 
future  production  or  to  take 
speculative  positions,  or  a 
combination  of  the  two.  test 
year,  although  hedging  sales 
were  unusually  low.  total 
lending  by  banks  rose. 

Hedging  means  producers 
can  make  money  even  if 
their  production  costs  are 
above  current  gold  prices.  In 
fact,  cost-cutting  and  favour- 
able currency  moves  meant 
only  2 per  cent  of  mines 


By  Paul  Sofanan 


The  London  International 
Financial  Futures  and 
Options  Exchange  has 
launched  an  initiative  to 
revamp  its  commodities 
business. 

Tbe  exchange  will  exam- 
ine opportunities  for  new 
products  as  well  as  elec- 
tronic trading  of  commodi- 
ties. As  part  of  the  plan,  it  is 
creating  a separate  commod- 
ities division. 

“A  lot  of  time  has  been 
spent  on  financial  products 
recently,  and  there  is  now  a 
desire  to  take  a strategic 
look  at  commodities.'*  Ian 
Dudden,  head  of  commodi- 
ties product  development, 
said  yesterday. 

He  said  liffe  had  yet  to 
come  up  with  ideas  for  spe- 
cific new  products,  though  it 
announced  last  year  it  was 
considering'  launching  arab- 
ica  coffee  futures  to  trade 
alongside  Its  robusta  coffee 
futures  and  options. 

The  exchange's  other  com- 
modities comprise  futures 
and  options  for  cocoa,  white 
sugar,  wheat,  barley,  pota- 
toes and  dry  bulk  cargo. 

Liffe  has  been  watching 
developments  in  the  wake  of 
Europe’s  recent  Common 
Agricultural  Policy  negotia- 
tions. Mr  Dudden  said. 
“There  may  be  opportunities 
for  new  agricultural  prod- 
ucts such  as  grain  futures.” 


operated  on  a "cash  nega- 
tive" basis  last  year. 

However,  earlier  hedging 
operations  inflated  profits  in 
many  cases.  The  average 
price  of  gold  in  the  market 
last  year  was  $294  per  ounce 
but  companies  that  had 
hedged  large  quantities  of 
their  output  realised  pries 
ranging  as  high  as  $416  per 
ounce. 

The  Gold  Survey  J$$9  costs 
£ 195  and  is  available  from 
GFMS:  tel  (+44)  171-539-7820. 


ft  is  also  looking  at  how  its 
Liffe  Connect  system  of  elec- 
tronic trading,  currently 
used  for  financial  deriva- 
tives, could  he  adapted  for 
commodities. 

White  sugar  futures  and 
options  were  likely  to  be  the 
first  commodities  to  move  to 
Liffe  Connect.  Mr  Dudden 
said.  White  sugar  is  already 
traded  on  its  own  screen- 
based  system,  known  as 
Fast,  launched  in  1986. 

“We're  now  looking  at  how 
it  can  migrate  from  Fast  to 
Liffe  Connect,"  he  said. 

“Commodities  have  not 
experienced  the  same  drive 
for  change  as  financial  prod- 
ucts in  terms  of  competitive 
pressures,"  Mr  Dudden  said, 
referring  to  the  competition 
from  European  exchanges 
that  forced  Ltffe  to  move 
rapidly  to  screen-based  trad- 
ing of  products  such  as 
equity  options  and  gilts. 

However,  he  added:  “Liffe 
has  had  a good  first  quarter 
this  year,  but  it  is  interest- 
ing that  white  sugar  has 
shown  the  most  consistent 
growth  in  terms  of  volumes 
over  the  past  few  years." 

Lifie's  initiative  follows  its 
creation  in  November  of  a 
"rapid  progress  group", 
charged  with  developing 
strategies  for  its  commodi-  i 
ties  business.  The  group's  j 
recommendations  were 
endorsed  by  the  board  last 
month. 


Further 
fall  in 
sugar 
futures 

By  Paid  Solman,  Robert  Condne 
and  GBflan  O'Connor 

White  sugar  futures  plunged' 
again  yesterday  on  the  Lon- 
don International  .Financial 
Futures  and  Options 
Exchange,  as  the  bearish 
fundamentals  of  high  output 
and  oversupply  continued' to 
hit  the  market.  .'  . ..  V 
In  late  trading,  the  most 
actively  traded  August  con- 
tract was  $171.10  a tonne,  a 
Call  of  $650  or  35  per  cent  on 
Tuesday's  close.  The  price 
has  dropped  30  per  cent 
since  the  beginning  of  the  - 
year,  while  New  York's  raw 
sugar  futures  axe  trading  at 
around  13-year  lows. 

Declines  in  US  crude  oil 
and  refined  product  invento- 
ries over  the  past  week 
helped  breathe  new  life  into 
crude  oil  prices  yesterday. 

Tbe  June  Brent  futures 
contract  was  quoted  at  $1533 
a barrel  in  late  trading  on 
London’s  International 
Petroleum  Exchange,  up  23 
cents  on  Tuesday's  close. 

The  rise  came  after  the  US 
government  reported  a 3Jm 
barrel  tell  in  US  crude  inven- 
tories, although  similar  data 
from  the  American  Petro- 
leum Institute  showed  a 
more  modest  decline  of  Rim 
barrels. 

Prices  of  all  the  base  met- 
als traded  on  the  London 
Metal  Exchange,  except  alu- 
minium. closed  slightly 
lower  in  late  kerb  trading. 

However,  the  only  one  to 
show  any  significant  change 
was  nickel,  which  fell  2 per 
cent  to  5.142.5  per  tonne. 

Traders  pointed  to  the  lack 
of  buying  by  investment 
funds  and  the  reversal  in 
mining  share  prices. 

Copper  has  been  the  main 
influence  on  the  other  met- 
als. and  analysts  say  it 
would  be  worrying  if  it  fell 
below  $1,500  per  tonne.  Last 
night  it  closed  at  around 
$1,532.5  per  tonne  on  the 
kerb. 


While  its  findings  contain 
little  comfort  for  frustrated 
bulls,  they  are  broadly  in  year;  and  a reduction  in  the 


Exxon  deal  bodes  well 
for  2,655km  pipeline 
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Total 

3»  nte 

■ NATURAL  GAS  fE  (1400  (ksk  pm  pr  ttenfi 

PRECIOUS  METALS 

■ UMHK  BOUJOK  MAHKET 


GefeKTreraO 

Oca 
Opening 
Horatag  ftx 

Mmw  fix 
Day's  tem 
Dpy’c  Low 
Pierian  dree 
lera  Ufa  Men  Onto  Luring  Ratal  (tt  USS) 
1 nonUi  425  6 uunOH 

2nrthe 421  t2 

3 marital  4 in 


Her  9240  +4010  9-250  9250  100  2250 
Jen  9210  +0.03)  AZ10  9200  6S  1.690 
Total  eta  aft 

■ iwowflAsiniig[poiow«wflta;aiiweta7 


By  M M Roffischhfi 

Lataat  DajTs 

Opn 

S prtca 

E a** 

SFr  eonhr 

pries  ettaaga  Hte 

Lot 

Vri  M 

28170-28420 

teqr 

2.160  +9016 

2170 

2125  44491  59(03 

28400*28430 

Jn 

2195  +9017 

2205 

2159  22402  40407 

28340 

17975 

26743 

Jri 

2210+0412 

2220 

2184 

8438  24,722 

. 28325 

17909 

26644 

tag 

2220+0010 

2230 

2195 

2361  19878 

2842D-2B45D 

Sep 

2225+9006 

2230 

2205 

2172  20464 

28100-28330 

Oct 

2290+0402 

2260 

2230 

2371  16557 

284098910 

Total 

104203*422 

■ IMEMHI  BASQUE 

nwBC(42jnousgaifc;ciusiEiej 


tew  Re 

sw 


2 mental. 

3i 


Rkugmand 


ptorct 
31120 

s 

-130  6 martfa  _ 
-1.85  12  marita . 

-1.38 
S pike 

285-789 

67-71 


USctaffpfr. 

511.50 

_a» 

_DJ5 


E sprit. 
177-180 
42*44 


Deft  Open 

pita  cringe  Mgh  Lew  VM  M 
■ft*  5339  -000  53.15  5175  12441  33#I0 

Jn  5275  +0,12  5150  51  JO  7.187  30442 

Jri  3285.  +031  5135  51 JO  1556  20.M0 

tag  SJSS  +0.41  3200  5200  353  1611 

Sep  5T.75  +4L49  51-80  51.70  575  1705 

Oct  49m  *6.14  4990  4am  8 2.877 

TeM  z^znnmjTe 


■ WHEAT  CBT  ftOOttu  1 


tap  257.25  -125  25150  255.00  5801  71823 

Jri  267.75  -1-25  270.25  26540  14.485  64475 

Sap  27940  -030  280.00  27175  899  7 409 

Dae  29125  -140  29640  29050  903  18499 

tar  30340  -050  30540  30140  72  1944 

tap  31040  1 21 

TOM  21,944  121^88 

■ MADE  CUT  ftflOO  bu  efc  cwbQSfc  burial 


■ COCOA  CSCE  (10  amt.  Srtarmes) 


tap  1043 

Jri  1079 

Sep  1113 

Dee  1156 

Um  1196 

tar  1221 

Total 

■ COCOA  QCC0)  (SOfTe/kme) 


Jul 

Sep 


Tetri 


22440  - 22440  22340  21,154  74474 

22940  -025  23000  22&50  S04901Z7, 066 
23540  -0J5  23640  23445  953  26,011 

24345  -1-25  244.75  24240  13.196  89*28 
25275  -140  25340  251.25  570  14,981 

25075  -140  25740  25840  324  1419 


■ BAOmnnaOtam;  £ W tanw 


Total  194H  83498  Um 

ENERGY 

■ OteE  08.  NVUEX  (1400  bsrab.  StareQ 


Mir 

ns 

7S2S 

7525 

16 

97 

top 

7340  -0.15 

_ 

OT 

- 

45 

Km 

7540  -0.15 

75.75 

7950 

27 

442 

Jn 

7740  -915 

OT 

20 

Kar 

7940  -0.15 

- 

- 

- 

- 

Total  43 

■ SOYABEANS  CBT  (54008*  ota;  eeaMOl)  tasM) 

604 

MW 

1480 

+1 

1480 

1465  2694  22642 

Jri 

1480 

+1 

1*80 

1467  2270  22934 

Sap 

1493 

+1 

1494 

1480  740  8.847 

He* 

1506 

+1 

1507 

1495  129  2717 

JM 

1509 

+1 

1508 

1500  68  722 

Mar 

1511 

+1 

- 

- - 156 

Total 

SOB  53478 

■ copra  1 r csce  or  axes  arts 

tap  483J5  -1.75  49540  49140  16.150  40285 

Jri  50325  -140  50640  501.00  30.356  60100 

Aeg  50625  -140  50840  504.75  2409  15,711 

SSI  50a50  -140  51040  37740  773  12« 

Noe  51840  -125  51050  51840  1393  40451 

Jn  52940  -0J5  52940  527.00  166  2441 

TOM  56431  170,172 

■ SOTAtaUaL  C8T  (MJQQta;  centalttl 


tar  99.40  -060  100  70  9925  1332  6461 

Jul  10140  -005  10225  10075  5440  22231 

Sap  10320  - 10340  10240  1220  6,150 

Dee  105.45  -045  10640  105.00  870  4.771 

tar  10725  -045  10740  106.90  316  1,951 

tar  10845  -045  10940  10940  2 321 

Tetri  11441  44,737 

■ Cora  DOT  (US  ccrtafflouri) 


Apr  21 

Corap.  da*y  — 
15<ta**mge 


.85.44 

.8720 


2048 

2047 

■ VHTE  SUGAR  LfTO  (50  tomes;  S/tenne) 

Jri 

_ 

2045 

2043  22138  48480 

Ate 

171.9 

-5.7 

1774 

1704  2390  26434 

Ate 

2040 

-043 

2968 

2041  4.938  104W 

Oct 

1754 

-44 

179.4 

1744  689  11,731 

Sep 

2983 

+903 

2980 

2045  M3  9UI 

Dec 

1784 

-4A 

1827 

1784  141  5457 

Oct 

2a73 

-902 

2990 

®.70  319  6,131 

Mir 

1874 

-3.4 

1990 

1854  2S4  3.191 

Dec 

20J99 

-901 

7140 

2040  2B7*  73403 

•an 

1B84 

-1J 

- 

- - 1482 

total 

45^24  138412 

Ate 

192 1 

-14 

1914 

1999  20  163 

■ SOYABEAN  HEAL  C8T  (100  tan;  Stop 

total 

3,732  mm 

■sy 

1314 

-99 

134.7 

1311  10401  39448 

■ SUGAR  IV  CSCE  (1120000)3.  certsAhs} 

Jri 

135-7 

-95 

1364 

135.1  12248  32516 

MW 

555  -059 

5.11 

432  9846  37426 

Ate 

1384 

-96 

137.7 

1364  2447  12254 

Jri 

452  -923 

449 

44819859  82401 

top 

1385 

-14 

mo 

138.1  1472  9432 

Oct 

432  -923 

554 

430  1267  43403 

Oct 

1394 

-1.1 

1404 

1395  414  5495 
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547  -022 

5. 65 

5-S5  1.9W  21218 
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1428 

-14 

144.0 

1424  14<3  17414 

■ay 

171  -919 

5.75 

5.70  399  1773 

Trial 

29435109374 
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540  -021 
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544  249  2549 

■ POTATOES  LffTO  (20  Ians;  £ per  tnM 
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29406195,129 

■tar 

1504 
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1604 

1504  17  66 
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1600  -204 
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948 

+-18 
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19 
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■ay 
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JM 
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1 

s 
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10 

564 

Oct 

Total 
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PULP  AND  PAPER 

■ norac  omwSS:  24  Parana 

Soft  Der’e  Open 

price  cringe  Ogft  leer  tel  M 
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Total  80  736 

mans  data 
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Oct  5645  +022  5925  5175  275  2.163 

Dec  5109  -006  5945  5645  1 419  17454 

tar  6020  -& 05  6145  6025  107  342B 

■rir*  8040  -045  6140  0040  24  IMG 
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■taf  8075  +240  8950  8540  851  13,132 

Jri  BB40  +345  9040  05.50  1.139  9468 

Sep  89.05  +2.45  8970  88.50  365  3.612 

HO*  8945  +1.7S  8940  6900  5 3.133 

•He  9025  +145  90.70  6925  3 1431 

Mar  9145  +145  - - 7 313 

Te#-  2283  32431 


VOLUME  DATA 

opn  krierntt  ant  Mime  dee  shown  tar  anoaus 

Haded  oa  cokx  mymex.  CBT.  (frtE.  gne.  CSCE 
am  IPE  Crude  08  am  ora  day  tn  anam.  Mnv  s 
Open  Uerest  Uknbp  traded  morris. 


INDICES 

■ Btatan  gas  18«31  = lOOj 


Nuts  and  seeds  Pifcn  tan  Kenkfco 
London  S per  mlt.  ksnlan  ptateeWot  tan- 
tag  up.  28130  varlwyt  S24CO  pot  Ham- 
lug.  TwMsti  hnsJmits  13/15+  11/13, 
crop  1998.  Market  up  to  $4,300  CFR 
Imflwi  cuhe*i  market  firm.  Price 
{nemeses  cf  SOW  from  tesr  month  due  to 
short  crop  and  damage.  W320  up  to 
57400-  Price  expected  to  come  down  as  a 
rentt  rri  deMuadan  al  local  euiency  vs 
US  dotar.  US  abnonds  standard  596.  Price 
t*>  to  52,700  CHVMS3  Rosajavuimia, 
WWW  wise  pmpkfci  seeds  $2,700  CHV 
MS’.  G MttP  snow  wHts  pvnpidn 

2?S5L^f£,CFW*®*-  M a 

SI  .800  CTR  MEP. 


hr  21  Apr  20  mrott  ago  year  ago 
13332  13382  13799  16502 

" CT8  Mans  (Ssek  1967  = 1001 
Apr  2D  Apr  18  moatt 
1 90J9  191.16 

k SSO  Spot  (Btae  1975  ^ 100) 


Aprs  Apr  19 
15644  157.12 

UK  WAAMBE  STHte  (tanta 
AtaHin 
*ntam  riot 
Cuw 
lad 
■riel 
2tac 
Hn 


ego  yer  spa 


■ga  rsrispa 

14927  16741 


Sett  Oar’s  Opes 

Price  cringe  Ugh  lew  W 1st 
66400+0.100  66400  682S0  3401  6779 

63400-0200  63.800  63425  6810  46322 
62225-0200  62.475  82475  2471  18772 
64.475  -0.150  B4425  64400  1240  11579 
66275-0.100  68450  66425  323  6462 

67.775-0475  67450  67400  92  2,421 

11713  99496 
■ LEAH  HOGS  CME  (40,00MB;  CeeMtaj 


-9  1059  1038  491  1.181 

-0  1097  1077  2.727  39149 

-8  1127  1111  402  11.684 

-8  1167  1157  307  6763 

-11  1211  11*  61  &4S4 

-11  1238  1229  80  4.003 

U®  61326 


Oct 


M 

Total 


S. 725 -0250  55450  55475  6468 
57.150-0400  57250  56450  1,923 
57425-0300  57475  57475  1.451 
55400-0200  55.400  54450  620 
55.175-0250  55400  54400  175 
57.750  -0.075  57750  57450  27 

19567 


79202 

7462 

7264 

7.751 

4.001 

759 

49485 


Apr  20  Price  fin  dry 

Mr 86145  88844 

■ COHS  UFff  (5  tomes;  Stand 


■ PCHX  Bans  QC  (4900(Hb:  centsrilB) 


-60 

n 

783,000 

-220 

to 

64480 

-ISO 

to 

742200 

*1475 

D 

105475 

-96 

to 

61,208 

-47S 

IB 

311150 

+ia 

to 

10530 

»n 

51600-1550  51700  52000 

928 

2457 

Jri 

54.700-9750  54J00  53450 

600 

2039 

tag 

51125  -14X1  51  BOO  52750 

79 

527 

Hb 

67400-0.450  67400  05MO 

18 

23 

Total 

1425 

5447 

LONDON  TRADED  OPTIONS 

fflrfcr  price  S ton*  -Calf-  -P 
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1250  


1300. 
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(GntaA)  LME 

1550 

1600  _____ 


fie*,  ear 

8644 

87.75 


1650. 
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1500  


■ COCOA  URt 
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1550. 


Jin 

Sap 
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73 

98 

11 

26 

40 
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45 

19 

45 

57 
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Sap 
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Sap 

39 

87 

M 

BB 

22 

66 

97 
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12 

<9 
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Jul 

Mar 

Jri 

292 

31 

1 

1 

242 

2 

1 

22 

192 

1 

1 
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Jul 

Mar 

Jri 

3 

40 

12 

27 

1 

28 

34 

40 

1 

19 

59 

56 
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Jri 

Jin 

Jri 

- 

- 

26 

. 

- 

- 

36 

- 

58 

72 

59 
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LONDON  SPOT  MARKETS 

■ CRUDE  Ofl.  FOB  (per  band) 
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For  solutions  to  today's  crossword  call  0906  843  0060. 
Calls  cost  60p  a minute. 
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■ 09  PH00UCTS  TWEpraopl  deflwry  CF  (km) 


(Headed  Gasofca  t 

5167-170 

Gas  01 

8132-133 

+1 

Heavy  Fud  04 

571-73 

Kapttha 

51 42-144 

Jet  fud 

5167-166 

+14 

Diesel 

5143-145 

+94 

■ NAUIIALGASPWKttBBl) 
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Wnum  (par  troy  al 
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-540 

Own 
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+10 

Lead  (US  pnxL) 

4590c 

Tte  fftria  Urwun 

2D96r 

+934 

Tn  (New  Yorig 

2574 

Carie  p«e  wetghQ 

92A5p 

+9ir 

Snap  fflre 

101.45P 

+943' 

ngapvBwrighCT 

BISSp 

-2.18* 

Lon.  (&r  Bugs  (rwrj 

5141.40 

-149 

In.  day  suga  f*te) 

818990 

-340 

Baiter  Sag.  faetfi 

Unq 

Matte  AS  No3  ftsm 

£95.00 

W ea  (US  Data  Haiti) 

£12040 

+940 

4240c 

+940 

RuPtwryurif 

4390p 

+050 

Rubber  (KLRSStel) 

22440m 

+190 

Cocau  08 

8854 

+304 

Prim  01  (Matey 

GOCLOy 

-24 

cam  (?«§ 

50041 

SwritendJS) 

14907 

Cotton  Ortxft-A  Uez 

5740 

Worttops  (84s  Steer) 

3U5P 

+9 

VLerinPtyen. 

mriUtes 

uvnw 


ACROSS 

1,  4 Happening  as  poet  goes 
haywire  after  Advent 
(6A4) 

8 Stick  to  a lifetime  of  slav- 
ery (7) 

9 Stonework  Madonna  hold- 
ing Jesus?  (7) 

11  Tasteless  yet  fashionable 
choice  (10) 

12  Sailor  to  live  with  French 
cleric  (4) 

13  Beer  is  hidden  in  passage 
(6) 

14  Taking  back  cover  off, 
notice  bloomer  (8) 

16  Engineers  read  about  fit- 
ting regulator  (8) 

18  Due  to  fly  round  first  (5) 

20  Crawl  home  to  compsurion 
14) 

21  With  dark  suit  they  enter- 
tain people  (10) 

23  Church  girl  bolds  wine  for 
communion  (7) 

24  The  least  a car-driving 
mother  win  give  you?  (7) 

25  Holiday  centre  roster  is 
working  (6) 

26  We  halt  the  distribution  or 
assets  (6) 

DOWN 

1. 13  Pub  game  (5A6) 

2 Folly  of  host  taking  tip 
back  (7) 


3 Nigel  replaces  man  being 
careless  (9) 

5 Egg-shaped  tank  in  empty 
outhouse  (5) 

6 Green  eggs  upset  accoun- 
tant going  to  function  (7) 

7,  22  Cleaner  cancelling  note 
needs  to  hurry  (9^) 

10  Dope  embraces  a street  doc- 
tor when  Introduced  (4 J5) 
13  See  1 down 

15  Mixing  it  for  best  possible 
result  after  freezing?  (9)  ■ 
17  Defends  president  with 
influence  in  America  (7) 

19  Malice  of  the  fifties  1 wish 
to  contain  (7) 

21  Never  ever  overlooked  Eric 
becoming  more  pleasant  (5) 

22  See  7 

Solution  9.967 
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Equities  stage  tentative  recovery  after  setback 
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MARKET  REPORT 


By  Sieve  Thompson, 

UK  Stock  Market  Editor 


Sentiment  in  London's  stock 
market,  so  severely  shaken 
by  Tuesday’s  near  200-point 
setback,  showed  signs  of  a 
tentative  recovery  yesterday, 
with  the  main  indices  all 
managing  to  record  modest 
gains  for  much  of  the  day. 

But  as  one  dealer  said,  the 
market  remained  “very,  very 
nervous  - this  is  a danger- 
ous place  at  the  best  of 
times,  but  especially  now. 
You  have  to  hope  that  Wall 
Street  will  consolidate.” 


Wall  Street’s  resilient 
showing  overnight,  which 
saw  the  Dow  Jones  Indus- 
trial Average  rally  from  a 
midsession  slide  to  finish 
marginally  higher,  and  the 
near -3  per  cent  rally  in  the 
Nasdaq  composite,  gave 
much-needed  support  to 
European  markets  at  the 
start  of  trading. 

But  domestic  economic 
news  did  not  help  the  UK 
market  get  off  to  a flying 
start.  A stronger-than- 
expected  increase  In  average 
earnings  in  the  three  months 
to  February  - *1.6  per  cent. 
against  predictions  of  4.1  per 
cent  - disturbed  some 


observers  who  said  it  less- 
ened the  chances  of  another 
cut  in  UK  interest  rates  in 
the  short  to  medium  term. 

And  unemployment  rose 
by  a small e r-t  ha n-expected 
2.000;  the  consensus  was  for 
an  increase  of  6.000  with 
Dresdner  Kleinwort  Benson 
going  for  an  even  higher  Og- 
ive of  10.000. 

The  FTSE  100  index  made 
various  attempts  to  shrug  off 
the  many  small  sellers 
alarmed  by  Tuesday's  weak- 
ness. At  its  best,  shortly 
before  Wall  Street  opened, 
the  blue-chip  benchmark 
had  overcome  the  morning's 
difficulties  and  pushed  up  to 


post  a 22.3  gain.  At  its  worst, 
burdened  by  those  worries 
about  domestic  interest 
rates,  it  had  retreated  31 
points. 

After  a valiant  struggle 
Footsie  finally  succumbed  to 
minor  pulses  of  selling  pres- 
sure just  before  the  close, 
which  drove  the  index  back 
down  into  negative  ground 
to  finish  8.8  lower  at  6,311.0. 

Wail  Street's  opening 
gains  yesterday  gave  some 
hope  to  London,  with  the 
Dow  kicking  off  slightly 
firmer  and  nudging  higher 
although  never  looking  too 
convincing  as  London  trail- 
ing drew  to  a close.  After 


European  trading  hours, 
however,  sentiment  in  US 
stocks  tended  to  improve. 

The  market's  mideaps  per- 
formed similarly  to  the  1D0 
index,  making  minor  prog- 
ress in  mid-morning  but 
never  really  looking  likely  to 
build  on  that.  The  FTSE  250 
closed  higher  at  5.783.4. 

The  best  of  the  FTSE  indi- 
tvs was  the  StuallCap.  which 
made  modest  but  consistent 
ground  as  the  day  wore  on. 
eventually  closing  at  a ses- 
sion high  of  2.485  j.  up  125. 

Richard  Lake,  technical 
aiwlvst  at  Brewin  Dolphin. 
*jid*  "The  FTSE  100  index 
should  attract  goutl  support 


at  &250  and  I wouldn't  rule 
out  7.000.  Neither  London 
nor  Wall  Street  are  particu- 
larly overbought" 

BAT  topped  the  FTSE  100 
performance  table,  respond- 
ing to  an  HSBC  “short-term 
trading  buy"  recommenda- 
tion. And  there  was  an 
abrupt  about-turn  in  many 
of  the  UK's  high-tech  stocks 
which  took  such  a beating 
during  Tuesday’s  sell-off. 

Turnover  in  equities  con- 
tinued at  relatively  high  lev- 
els. with  the  6pm  count 
reaching  L3bn  shares.  The 
FTSE  100  constituents  again 
accounted  For  just  over  half 
the  total. 
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boost  for 
Nycomed 


COMPANIESREPORT 

By  Peter  John  and  Martin  Brice 


Nycomed  Amersham,  the 
Anglo-Norwegian  imaging 
and  biotechnology  company, 
gained  13%  to  4£8%p  on 
expectations  of  a return  to 
the  FTSE  100  index. 

The  company  is  the  high- 
est on  the  list  of  reserves  to 
enter  the  Footsie  and  Guard- 
ian Royal  Exchange  could 
leave  at  the  end  of  the  week 
if  its  proposed  merger  with 
Sun  Life  & Provincial  goes 
unconditional  GRE  added  2 
at  375p  and  Sun  Life  fell  4% 
to  525‘/«p. 

Nycomed  shares  were  also 

bought  ahead  of  a big  US 
visit  today  by  analysts  and 
institutions  from  the  UK. 
Scandinavia  and  the  US. 

About  30  investors  and 
brokers  travelled  to  the 
headquarters  of  Nycomed's 
life  sciences  arm  in  Piscata- 
way.  New  Jersey. 

Chief  executive  Bill  Castell 
will  outline  the  company's 
profile  in  the  area  and  par- 
ticularly in  genetic  sequenc- 
ing, a crucial  element  in  the 
creation  of  the  genome,  the 
map  of  the  80.000-100.000 
genes  that  make  up  the 
human  body.  On  Friday. 
Nycomed  will  be  moving  to 
New  York  to  tell  its  story  to 
the  half-dozen  biggest  insti- 
tutions there. 


BG  moved  towards  the  top 
of  the  Footsie  yesterday  as 
brokers  reminded  clients 
that  the  company  produces 
oil  as  well  as  gas. 

Merrill  repeated  its  “accu- 
mulate” advice  and,  more 
significantly,  pointed  out 
that  more  than  a third  of  the 
company's  value  represents 
oil  exploration  and  produc- 
tion. 

“The  oil  price  has  rallied 
from  $10  to  $16  a barrel  but 
BG's  share  price  has  yet  to 
reflect  that  upside.”  said 
Richard  Alderman  at  the 
broker. 

Merrill  said  that  BG's  oil 
production  was  equivalent  to 
the  value  of  Enterprise  and 


Lasmo  combined,  yet  tbe 
shares  were  static  while 
Enterprise  had  risen  80  per 
cent  since  the  oil  price 
recovery  started. 

BG  gained  21%  to  358Lp 
yesterday  but  still  unsatisf- 
ied. Merrill  argued  that  if 
the  company's  existing  oil 
reserves  were  brought  into 
line  with  the  Enterprise  cur- 
rent valuation,  tbe  share 
price  would  have  to  rise  to 
400p. 

Meanwhile,  the  profit- 
taking  that  hit  the  oil  sector 
passed  by  Enterprise  Oil 
after  the  exploration  and 
production  stock  was  recom- 
mended by  Credit  Suisse 
First  Boston. 
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This  announcement  appears  as  a matter  of  record  only 


February  1999 


elan 

elan  corporation,  pic. 

$325,000,000 

Revolving  Credit  Facility 


Lead  Arranger 
Merrill  Lynch  International 


Bank  of  America 
Bank  of  Ireland 
Banque  Nationale  de  Paris 
Dublin  Branch 


Joint  Arrangers 


Barclays  Capital 
Den  Danske  Bank 
Rabobank  Ireland  pic 


Lead  Managers 

Allied  Irish  Banks,  pic  First  Union  National  Bank, 

Bayerische  Landesbank  Girozentrale  London  Branch 

London  Branch  Irish  Intercontinental  Bank  Limited 

BW  Bank  Ireland  pic  National  Irish  Bank 

(Baden-Wurttembergische  Bank  Group) 

Dresdner  Bank  (Ireland)  pic 


Banqne  et  Caisse  d’Epargne 
de  l’Etat,  Luxembourg 
BCH  London 

Citibank,  N.A.  (Dublin  Branch) 
ING  Barings,  Dublin  Branch 


Managers 


The  Bank  of  New  York 
Ulster  Bank  Markets- 
Corporate  Banking 
SGZ-Bank  Ireland  pic 


Facility  Agent 

Bank  of  Ireland 


The  nnderszgned  arranged  and  syndicated  this  transaction, 

Merrill  Lynch  International 
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CSFB  upgraded  its  stance 
to  “strong  buy"  from  “buy” 
following  talks  with  Enter- 
prise management  on  the 
group  s operational,  finan- 
cial and  strategic  outlook  for 
the  next  five  years. 

Tbe  broker  raised  its  net 
asset  value  from  375p  to  435p 
a share  and.  consequently, 
set  a 12-month  target  price  of 
Mdp.  up  from  400p. 

The  shares  rose  13‘.«  to 
420p  while,  elsewhere,  BP 
Amoco  fell  33  to  £10.87  on 
turnover  of  24m  shares. 
Shell  Transport  gained  3 to 
437 ‘-rp  and  Lasmo  a penny  to 
148 ‘/<p. 

BAT  was  the  best  per- 
former in  the  Footsie,  mov- 
ing up  39  1j  to  5i2V>p  as 
HSBC  Securities  moved  its 
recommendation  on  the 
stock  to  “short-term  trading 
buy'”  from  “add”  with  a price 
target  of  548p. 

However,  the  broker  is 
more  conservative  about  the 
longer-term  prospects  and 
says  that  first-quarter  fig- 
ures on  April  29  are  expected 
to  be  down  10  per  cent  at 
£280m  because  of  difficulties 
in  Latin  America  and  Asia, 
as  well  as  a US  squeeze  on 
volumes  and  margins. 

Shares  in  Bank  of  Scot- 


land shed  40  to  8?0p  after 
figures  that  led  to  selected 
disappointment 

Mark  Thomas  at  Credit 
Lyonnais  Securities  said  that 
the  full-year  figures  were 
slightly  below  some  consen- 
sus forecasts  after  tbe  bad 
debt  charge  rose  22  per  cent 
to  £268m 

Marks  and  Spencer  was  up 
16?.  at  461p  ahead  of 
rumours  that  an  announce- 
ment concerning  Warren 
Buffett,  the  US  investor,  was 
in  the  offing.  Technical  ana- 
lysts suggested  that  the 
stock  was  a strong  buy  on 
all  criteria,  following  a 
recent  break  upwards  into 
relative  high  ground. 


Kingfisher  rises 

Kingfisher  was  ahead  25tt 
at  TH'^p  as  it  found  support 
following  recent  slides  in  tbe 
face  of  its  bid  for  Asda. 
which  in  turn  gained  41/.  to 
188p  as  some  26m  were  dealt. 
It  has  risen  17  per  cent  from 
the  lSOp  at  which  it  stood 
before  the  deal  was 
announced. 

The  terms  of  the  deal  val- 
ued Asda  at  174.6p  last  night. 
It  stood  at  a premium  to  that 
price  as  investors  continued 
to  believe  that  a third  party 
might  enter  the  fray. 

A sign  of  investor  enthusi- 
asm for  Kingfisher  was  that 
Robert  Fleming  paid 
between  744p  and  752p  for 
176.000  shares. 

Morgan  Stanley  reiterated 
its  950p  price  target  for  King- 
fisher and  upgraded  its 
stance  from  “outperform"  to 


"strong  buy”. 

The  bounce  in  US  technol- 
ogy stocks  overnight  was 
reflected  in  strong  rises 
enjoyed  by  UK  IT  compa- 
nies. which  recovered  much 
of  the  ground  lost  in  the 
retreat  suffered  on  Tuesday. 

Dixons,  which  has  seen 
sustained  buying  on  the 
back  of  its  Freeserve  inter- 
net service  business,  was  up 
68  at  £12.98.  Others  that  ben- 
efited included  Sema,  which 
rose  26  to  61 9p. 

In  the  FTSE  250.  Logica 
was  the  best  performer  as  it 
rose  47  Vi  to  592’ ip.  while 
Arm  Holdings  was  ahead 
oB'.'i  at  705p. 

Some  of  the  buying  pres- 
sure in  the  eye  li  cals  eased  as 
profit-taking  moved  to  tbe 
fore.  Tbe  FTSE  250  index  has 
performed  strongly  in  recent 
days  as  cyclicals  have 
enjoyed  a rally. 

Yesterday’s  worst  stock 
was  Pilkington  which  fell 
almost  7 per  cent  or  5Vk  to 
79p.  Another  leading  cyclical 
stock  in  the  MidCap  that  suf- 
fered was  British  Steel, 
down  9 y*  at  147‘.*p. 

Housebuilders  were  down 
as  investors  feared  that  the 
strong  UK  average  earnings 
figures  meant  the  end  of 
falls  in  the  interest  rate 
cycle.  Barrett  Developments 
was  off  more  than  4 per  cent, 
or  15'/i  at  358Vap,  while  Per- 
simmon lost  10  to  249p. 
Redrew  feD  6'i  to  239p. 

Shares  in  Prudential  were 
lifted  11  to  798 Vip  as 
Warburg  Dillon  Read  gave 
an  upbeat  assessment  of  the 
company's  first-quarter  new 
business  figures,  raised  its 
recommendation  to  “buy” 
from  “hold”,  and  set  a 900p 
price  target  for  the  stock. 

The  bid  stories  among 
small  companies  continued, 
with  the  latest  recipient 
being  Brooke  Industrial,  the 
cutting  tools  and  engineer- 
ing components  group. 

It  was  up  12  at  82p  after 
another  tools  group.  Howie 
Holdings,  made  public  its 
privately  expressed  desire  to 
get  together. 
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STOCK 


MARKETS 


Volatile  Wall  Street  keeps  bourses  in  check 


emerging  market  focus 


in  dancer  of  running  out  of 

wromj  overview 

...  steam  by  the  time  the 


Wall  Street’s  best  efforts  to 
wrong-foot  investors  with  its 
highly  volatile  performances 
over  the  previous  two  ses- 
sions put  a cap  on  activity  in 
Asia  and  Europe  yesterday, 

writes  Michael  Morgan. 

The  Dow  fafled  to  provide 
a convincing  lead  for  Euro- 
pean bourses  again  yester- 
day as  an  early  rally  seemed 


bourses  were  closing. 

Asia  was  content  to  carry 
over  its  consolidation  into  a 
second  straight  day  after 
Monday's  sharp  gains.  Seoul 
was  the  region’s  biggest 
loser  with  a 3-5  per  cent  tum- 
ble. The  mood  was  soured  by 
a central  bank  official  who 
cautioned  that  interest  rates 
had  fallen  too  far,  too  fast 


In  Europe,  high-tech 
shares  stepped  back  into  the 
spotlight  as  the  Nasdaq's 
overnight  rebound  set  a bull- 
ish stage  for  a number  of 
corporate  statements. 

Germany's  SAP,  an  under- 
performer In  recent  months, 
soared  17.5  per  cent  as  it 
took  the  market  by  surprise 
with  a sharp  rise  in  first- 
quarter  sales.  Siemens  also 
found  flavour  with  its  first- 


half  figures  and  full-year 
forecasts,  while  In  Paris,  Cap 
Gemini  and  STMicroelec- 
tronics  rebounded  strongly. 

In  contrast,  the  markets 
made  a sober  assessment  of 
the  Deutsche  Telekom- 
Telecom  Italia  merger  plan 
with  Telekom  extending  its 
losses  to  more  than  13  per 
cent  over  five  sessions. 

The  renewed  demand  for 
high-tech  stocks  coincided 


with  a study  from  Merrill 
Lynch  which  found  a “valua- 
tion paradox”  in  which  new 
internet  companies  do  not 
pay  a penalty  in  the  stock 
market  for  the  losses  they 
incur  in  building  e-com- 
merce  business.  High  valua- 
tions give  them  an  unusu- 
ally low  cost  of  capital, 
enabling  them  to  return  fre- 
quently to  the  market  to 
obtain  inexpensive  funds. 


In  contrast,  traditional 
companies  are  penalised 
with  shrinking  multiples  for 
their  losses  in  starting 
e-commerce  businesses,  Mer- 
rill says.  The  result  is  that 
these  companies'  cost  of  cap- 
ital has  risen,  making  it 
more  expensive  far  them  to 
pursue  internet  strategies. 
That  In  turn,  could  result  in 
less  competition  In  the  Inter- 
net world. 


Foreigners 
Nairobi  rei 


Dow  rises  as 
high-techs 
stage  rebound 


Frankfurt  claws  back  losses 


EUROPE 


AMERICAS 


Wan  Street  edgedcautiously 
higher  at  midday  as  battered 
shares  in  the  ^rmpiitw  sec- 
tor continued  to  recover 
from  Monday's  selling  and  a 
flood  of  earnings  reports 
kept  analysts  and  investors 
busy,  writes  John  Labate  in 
New  York. 

An  early  100-point  rise  in 
the  Dow  Jones  Industrial 
Average  was  knocked  down 
by  late  morning,  but  the 
market  was  heading  back  up 
again  by  midday.  In  early 
afternoon  trading,  the  Dow 
was  43.53  higher  at  10,492.08. 
The  broader  Standard  & 

Poor’s  500  index  was  more 

than  1 per  cent  higher  at 

1319-62,  a gain  of  13.45. 

It  was  in  the  high-tech  and 
snail  company  sectors  that 
investors  showed  the  most 
confidence,  sending  the  Nas- 
daq composite  up  41.19  or  L7 
per  cent  to  2,450.83.  The  Rus- 
sell 2000  Index  of  small-cap 
shares  rose  8.71  or  2.1  per 
cent  to  424.05. 

Shares  of  Microsoft  sold 
off  after  the  company  issued 
strong  results  late  on  Tues- 
day. The  leading  software 
company  was  off  HA  to  $81$ 
after  Prudential  Securities 
downgraded  the  shares  to 
“hold". 

Specialty  software 
designer  Cadence  Design, 
down  $9%  to  $llft,  was  the 
most  actively  traded  stock 
an  the  NYSE  at  midday  after 
the  company  issued  a warn- 
ing about  its  earnings  and 
revenue  growth  for  the  rest 
of  1999. 

But  elsewhere  sentiment 
was  on  the  rise.  PeopleSoft 
surged  12  per  cent  or  gift  to 
H3H  after  reporting  results. 

Some  of  the  best  high-tech 
performers  were  semicon- 
ductor producers.  Texas 
Instruments  surged  $6%  to 


$106%  after  CS  First  Boston 
mititated  coverage  with  a 
“buy"  rating. 

Lattice  Semiconductor 
rose  14  per  cent  to  $54%  after 
analysts  at  Goldman  Sachs 
and  Prudential  raised  their 
ratings.  Computer  producers 
remained  sluggish,  however, 
with  Compaq  Computer 
down  to  $23%  and  Dell 
Computer  off  $%  to  S37H- 

American  Express  was  the 
percentage  leader  in  the 
Dow,  up  $3%  or  more  than  3 
per  cent  at  $131%.  But  IBM 
foil  $2%  to  $167  ahead  of  its 
earnings  report  expected 
later  in  the  day. 

Transport  shares  were 
higher  after  earnings 

releases  by  major  airlines. 
AMR,  parent  of  American 
Airlines,  gained  $1%  to  $69fi 
and  UAL,  parent  of  United 
Air  T.+ngg,  was  Sift  stronger 
at  $81%. 

In  the  internet  sector 
Lycos  surged  17  per  cent  or 
$12%  to  $86%  after  the  web- 
site was  named  last  month’s 
most  visited  portal  on  the 
web  for  the  first  time. 

TORONTO  moved  ahead  in 
early  trading  with  another 
strong  start  for  banks  count- 
ering weak  resource  stocks. 

At  tike  noon  count,  the 
TSE-300  composite  index  was 
up  383  at  4391-60. 

Toronto-Dominion  Bank 
continued  to  race  ahead, 
adding  a further  C$3.30  at 
C$77.95.  Canadian  Imperial 
rose  70  cents  to  C$38.60.  In 
telecoms.  Northern  Telecom 
gained  C$3  to  C$10235. 

Forestry  stocks  were  given 
a lift  by  McMillan  Bloedel 
which  added  70  cents  at 
C$19.40  after  the  group  more 
than  doubled  net  earnings 
for  the  first  quarter  of  1999 
an  sales  that  topped  C$lbn. 

Drinks  and  entertainments 
giant  Seagram  rose  C$4130 
to  C$8535. 


Most  European  markets 
advanced  despite  a fresh  foil 
in  the  euro  as  investors  took 
heart  from  a steady  opening 
on  Wall  Street 

Action  concentrated  in  the 
computer  services  and  infor- 
mation technology  sectors, 
up  1 2.2  and  4.2  per  cent 
respectively,  following  a 
sharp  retreat  in  recent  days. 

The  FTSE  Eurobloc  100 
index,  which  covers  leading 
companies  in  the  eurozone, 
closed  up  12.91  or  1.2  per 
cent  to  1.05432.  The  FTSE 
Eurotop  100,  covering  coun- 
tries inside  and  outside  of 
Emu,  climbed  12.63  to 
2,957.01  while  the  broader 
FTSE  Eurotop  300  settled 
630  higher  to  138336. 

FRANKFURT  clawed  back 
almost  half  of  Tuesday's  3 
per  cent  shakeout  with  the 
Xetra  Dax  index  climbing 
74.16  to  5.175.57  to  end 
within  a whisker  of  its  best 
for  the  session. 

Solid  first  quarter  sales 
gains  plus  confirmation  that 
revenues  would  grow  by  up 
to  25  per  cent  for  1999  sent 
SAP  shooting  ahead.  The 
stock,  which  tumbled  from 


Deutsche  Telekom 

Shoe  prfce  (£) 


Telecom  Ratia 
Stare  pries  (Q 


For  fuB  FTSE  Empean  indices 
see  Euu  Markets  page. 


Mexico  City  stumbles 
during  volatile  trade 


MEXICO  CITY  was  lower  at 
midsession  after  swinging 
between  negative  and  posi- 
tive territory  in  volatile 
early  trading.  The  IFC  index 
was  down  4839  or  09  per 
cent  to  538935  as  Wall 
Street  showed  signs  of  weak- 
ness following  gains  earlier 
in  the  session. 

SANTIAGO  took  an  unex- 
pected plunge,  showing  a 
3.40  or  23  per  cent  loss  to 
128.67  at  midsession.  mark- 


€411  to  €256  between.  Janu- 
ary and  late  March,  surged 
€48  or  173  per  cent  to  €321. 

Lufthansa  added  60  cents 
to  €22.65  after  Paribas 
upgraded  from  sell  to  no 
action.  Banks,  a weak  mar- 
ket lately,  rallied  with  Deut- 
sche Bank  gaining  €2.49  at 
€4829. 

Cyclicals  faltered  on  profit- 
taking.  Degussa  Huels  came 
off  10  cents  at  €39.50  and 
BASF  slipped  to  €40.76 
before  closing  41  cents 
firmer  at  €42. 

Investors  stayed  cool  on 
Deutsche  Telekom  as  the 
political  debate  over  the 
group's  plans  to  merge  with 
Telecom  Italia  appeared  to 
swing  against  the  deal.  Tele- 
kom shed  52  cents  at  €36.08 
for  a decline  of  13  per  cent  in 
five  sessions. 

PARIS  recovered  a third  of 
the  ground  lost  during  Tues- 
day’s sharp  plunge,  helpedby 
a timid  rally  in  the  battered 
US  high-tech  sector.  The 
CAC-40  added  3833  or  03  per 
cent  to  4291.60. 


edly  underperforming  the  cent  to  4291.60.  lower  to  7,124.7. 

region’s  markets. 

Spanish-controlled  Ener-  _ _ _ 

Johannesburg  slips  agam 

esa,  was  12  pesos  off  at  213 

pesos.  Endesa  was  down  25  SOUTH  AFRICA  1116  benchmark  resc 


pesos.  Endesa  was  down  25 
pesos  to  235  pesos. 

BUENOS  AIRES  cemented 
earlier  gains,  advancing  432 
or  1 per  cent  to  50833  on  the 
Merval  index,  helped  by  a 
stronger  opening  on  Wall 
Street 


Under  pressure  from  weak 
resource  stocks,  Johannes- 
burg moved  lower  for  the 
second  day  running.  The  all 
share  index  ended  off  1362 
at  6,786.0. 


The  benchmark  resources 
index  fell  43  per  cent  while 
golds  shed  40  or  4 per  cent  to 
970.6.  Industrials  gave  up 
973  at  73663. 

Financials  were  little 
changed,  off  31.4  or  03  per 
cent  at  9,4083. 


IMF  growth  forecast  hits  Tokyo 


ASIA  PACfHG 


News  that  the  International 
Monetary  Fund  had  revised 
down  Its  forecast  for  Japa- 
nese economic  growth  sent 
shares  in  TOKYO  lower, 

writes  Naoko  Nakamae. 

The  Nikkei  225  average  fell 
202.09  or  L21  per  cent  to  fin- 
ish at  16,495.02  after  trading 

between  16,736.06  and 

16,45424.  Other  Indices  were 
little  changed,  with  the 
weighted  Nikkei  300  Index 
losing  L4  per  cent  or  3.66  to 
263.17,  while  the  broader 
Toplx  index  of  first-sector 
stocks  rose  12  per  cent  or 
17J4  to  L31L76-  Volume  was 
modest  at  492m  shares,  with 
894  declining  issues  and  303 
rising. 

The  steel  sector  was 
heavily  traded  following  the 
release  of  statistics  which 
revealed  that  the  US  trade 
gap  with  Japan  had  widened 
considerably,  and  that  the 
US  trade  deficit  had  jumped 
to  a record  high  of  $l9.4bn. 
NKK  lost  4 per  cent  or  Y4  to 
Y95,  Nippon  Steel  33  per 
cent  or  Yll  to  Y278  and 
Sumitomo  Metal  4 per  cent 
or  Y7  to  Y169.  The  three 
were  the  day's  most  heavily 
traded  stocks. 

The  securities  sector  was 
the  biggest  loser  ahead  of 
earnings  results  from  the 
major  brokers  today.  The 
sector  foil  4.1  per  cent  And 


South  Korea 
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the  top  three  brokers  were 
all  down,  with  Nomura  Secu- 
rities foiling  4.6  per  cent  or 
YB0  to  Y1245,  Nfltko  Securi- 
ties 42  per  cent  or  Y29  to 
Y640  and  Daiwa  Securities 
2.7  per  cent  or  Y20  to  Y710. 

In  Osaka,  the  OSE  index 
was  down,  losing  165.09  to 
17,725.07. 

SEOUL  ran  into  heavy  sell- 
ing on  labour  unrest  and 
fears  for  tighter  liquidity. 
The  Kospi  index  retreated 
27.17  or  33  per  cent  to  74326. 

The  outbreak  of  strikes  on 
Seoul’s  subway  system,  with 
a warning  from  the  central 
bank  that  interest  rates  had 
fallen  too  rapidly,  under- 
mined Investor  sentiment, 
brokers  said.  Daewoo  Heavy 
Industries  fell  by  ita  daily 
limit.  WonSSO,  to  WonS.OlQ. 


SINGAPORE  advanced  as 
domestic  investors  piled  up 
on  small  companies.  The 
Straits  Times  index  finished 
3235  or  13  per  cent  ahead  at 
1,842.33  despite  a lack  of 
interest  from  institutions 
and  Foreign  buyers  and  sub- 
dued activity  in  blue  chips. 

Shares  in  telecom  com- 
pany Teledata  soared  22 
cents  or  49  per  cent  to  66 
cents  on  speculation  that  a 
key  shareholder  could  sell 
its  stake  to  a foreign  group. 

TAIPEI  ignored  data  show- 
ing signs  of  export  recovery. 
The  weighted  index  fell  back 
153.58  or  2 per  cent  to 
7.474J.6.  Succumbing  to  last- 
minute  profit-taking  in  com- 
modity stocks.  The  heavily 
weighted  electronics  sub-sec- 
tor slid  12  per  cent,  marking 
time  after  recent  gains. 

BANGKOK  reacted  nega- 
tively to  a batch  of  mixed 
first-quarter  results  from 
Thai  banks,  giving  up  8.18  or 
2 per  cent  to  39728  on  the 
SET  index.  The  sector  lost 
12-4  per  cent  after  banks 
showed  continuing  provi- 
sions for  bad  loans. 

HONG  KONG  rose  as 
European  investors  took 
advantage  of  Tuesday's  cor- 
rection following  a steadier 
session  overnight  on  Wall 
Street  However,  gains  were 
briefly  pared  in  the  after- 
noon when  red-chip  con- 
tainer group  Cosco  Pacific 


announced  it  was  making  a 
share  placement.  But  the 
market  rebounded  on  word 
that  the  placement  was 
quickly  accomplished. 

The  Hang  Seng  index  fin- 
ished 13338  or  1J.  per  cent 
higher  at  12343.76,  moving 
between  12,382.43  and 
12,609.43.  Turnover  reached 
HK$8.2bn,  down  from 
HKS102bn  on  Tuesday. 

Analysts  said  Cosco 
Pacific  was  expected  to  raise 
about  HK$800m  by  placing 
167m  shares  at  HK$4.78  each. 
Casco’s  shares  were  off  30 
cents  or  5.5  per  cent  at 
HK55.15  prior  to  a trading 
suspension  in  the  afternoon. 

JAKARTA  ended  535  or 
Ll  per  cent  lower  at  480.63 
on  the  composite  index.  Tel- 
kom fell  RpI75  to  Rp3275  in 
8.4m  shares  traded. 

KARACHI  gave  up  1.6  per 
cent  on  uncertainty  over 
developments  in  Hub  Pow- 
er’s long-running  tariffs  dis- 
pute with  the  government. 
On  Monday,  Hubco  said  it 
bad  signed  an  agreement 
with  the  government  not  to 
go  ahead  with  court  action. 
However,  a local  newspaper 
reported  yesterday  that  the 
power  ministry  was  not  a 
signatory  to  the  agreement 
and  was  awaiting  clearance 
from  the  law  ministry.  The 
KSE-100  index  turned  back 
from  a high  of  1,052.75  to 
close  1725  lower  at  1.03238. 


France  Telecom  was  up 
€1.55  or  2.1  per  cent  to  €74.75 
after  a 93  per  cent  foil  this 
week.  The  rise  came  as  nego- 
tiations on  the  Telecom  Ital- 
ia-Deutscbe  Telekom  merger 
showed  signs  of  dragging  on. 

Casino,  which  announced 
a new  purchasing  venture 
with  retailer  Cora  on  Tues- 
day. reached  an  all-time 
high,  up  €230  to  €13.30,  an 
renewed  speculation  it  could 
be  a target  for  Wal-Mart 

High-tech  stocks  reversed 
their  downward  course  with 
Cap  Gemini  up  €620  to 
€132.40  while  STMicroelec- 
tronics  rose  €335  to  €98.50 
after  Goldman  Sachs  upped 
its  earnings  estimate. 

Cyclicals,  which  posted 
strong  gains  this  week, 
marked  a pause,  with  Saint- 
Gobain  down  €5.20  to 
€16530. 

AMSTERDAM  recovered 
strongly,  climbing  5.59  or  1 
per  cent  to  555.21  on  the 
AEX  index. 

Chemicals  leader  Ak2o 
Nobel  surprised  Investors 
and  analysts  with  a top  of 
the  range  first  quarter  state- 
ment The  shares  shot  ahead 
to  €44.15  before  settling  at 
€43.10,  up  €2  or  43  per  cent. 
In  the  same  sector,  DSM 
gained  €3.75  at  €9335. 

Other  firm  features  among 
heavyweights  included  Phil- 
ips, up  €2.75  at  €7930  and 
Unilever  which  gained  €130 
to  €6335.  KLM,  up  more 
than  20  per  cent  in  seven 
sessions,  fell  €135  or  5.6  per 
cent  to  €28. 

ZURICH  saw  a two  way 
tussei  as  a sharp,  results 
inspired  fall  in  Novartis  was 
offset  by  a positive  perfor- 
mance in  other  blue  chips. 
The  SMI  index  edged  4.7 
lower  to  7,124.7. 


Novartis  tumbled  SFr75  to 
SFr2265  as  the  market  regis- 
tered disappointment  with 
the  group's  first  quarter 

sales.  Heavy  foreign  selling 
during  the  first  quarter  had 
pulled  the  share  down  from 
a high  for  the  year  of 
SFr2318  in  January.  Roche 
certificates,  often  a benefi- 
ciary of  switching  in  the  sec- 
tor, put  on  SFrl55  to 
SFrl7,4G5. 

Solid  first  quarter  results, 
sent  ABB,  the  Swiss-Swedish 
engineering  and  technology 
company,  up  SFrlll  to 
SFr2.158  . 

Adecco  edged  SFr2  higher 
to  SFr732  amid  rumours  that 
a block  of  700,000  shares  had 
been  successfully  placed  at  a 
second  attempt 

The  placement,  at  a price 
of  SFmo  a share,  was  expec- 
ted to  take  pressure  off  the 
price. 

Sulzer,  the  industrial, 
engineering  and  medical 
group  that  reported  that  new 
orders  in  the  first  quarter 
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slipped  3 per  cent,  picked  up 
SFT38  to  SFTS98. 

MILAN  turned  its  atten- 
tion to  the  telecoms  sector 
as  Telecom  Italia  and  Tim, 
its  mobile  phones  business, 
were  requoted  after  two 
day’s  of  suspension. 

Telecom  said  late  on  Tues- 
day that  it  had  conditionally 
approved  a mega-merger 
with  Deutsche  Telekom.  The 
Telecom  shares  edged  up  0.6 
per  cent  to  €331  as  the  mar- 
ket awaited  details  of  the 
share  swap  element  and  reg- 
istered doubts  that  the  plan 
still  faced  obstacles.  Tim  was 
0.7  lower  at  €5.65  while  Oli- 
vetti, which  has  m ade  its 
own  $65bn  offer  for  Telecom 
jumped  33  per  cent  to  €239 . 

HELSINKI  got  a boost 
From  Nokia,  which  tracked 
high-tech  issues  in  the  US. 
Shares  In  the  heavily 
weighted  company  advanced 
€4.45  or  63  per  cent  to  €7025 
ahead  of  its  first  quarter 
results  today. 

Software  company  Tieto, 
which  reported  a three-fold 
jump  in  9-month  earnings, 
advanced  21  cents  to  €3331. 

MADRID  followed  the  rest 
of  Europe,  with  the  general 
index  rising  839  to  869.74. 

The  leader  by  volume  was 
Telefonica,  up  82  cents  to 
41.51  helped  by  renewed 
M&A  activity  in  the  sector. 

Banco  Popular  was  up 
€1.75  to  €6425,  a 12.7  per 
cent  rise  in  seven  sessions, 
after  posting  first  quarter 
profit  up  42  per  emit 


Written  and  edted  by  Michael 
Morgan,  Jeffrey  Brown,  Ber- 
trand Benoit  and  Peter  Kafl 


The  Nairobi  stock  exchange 
recorded  its  highest  ever 
monthly  turnover  as  foreign 
investors  polled  out  of  east 
Africa’s  largest  market 

Turnover  for  March 
reached  Ks775m,  or  0.65  per 
cent  of  market  capitalisa- 
tion, with  foreigners  con- 
ducting 17  per  cent  of  all 
trades.  Foreign  traders 
divested  Ksl63m,  compared 
with  Ks6lm  in  February, 
with  most  outflows  in  Kenya 
Airways  and  Kenya  Com- 
mercial Bank. 

The  figures  compared  with 
Ks614m  turnover  in  March 
last  year  (02  per  cent  of  mar- 
ket capitalisation),  and 
marked  a 50  per  cent 
increase  in  trading  over  Feb- 
ruary 1999.  "This  is  the  high- 
est ever  in  term  of  value  and 
volume, " said  Charles  Mull, 
a fhrarwrial  analyst  at  Loita 
Capital  Partners.  “Foreign 
investors  are  getting  onL" 

Analysts  said  the  strong 
trading  may  reflect  a move 
by  Kenyans  from  debt  into 
equity,  following  the  drop  in 
9l-day  T-MU  rates  from 
almost  27  per  cent  in  March 
1998  to  under  9 per  cent  last 
month-  New  rules  requiring 
pension  funds  to  balance 
portfolios  also  prompted 
shifts  in  investments. 

“You  are  seeing  larger 
blocs  trading  from  local 
institution  to  institution.” 
said  Rick  Ashley,  managing 
director  of  Kestrel  CapitaL 
“A  new  group  of  local  fund 
managers  is  coming  up,  and 
the  retirement  benefits  act  is 
mining  into  process.” 

The  NSE  index,  which 
charts  the  top  20  stocks,  fell 
53  per  cent  in  March  to 
231529,  from  2389  in  Febru- 
ary, and  continued  to  foil  in 
April,  dipping  below  a four- 
month  support  level  of  2300. 

Some  analysts  suggested 
foreign  investors  might  be 
anticipating  a slide  in  the 
shilling,  although  there  are 
doubts  that  the  currency  - 
which  has  fallen  from  about 
Ks60  to  the  US$  last  year  to 
below  Ks65  - win  drop  much 
further,  given  the  low 
demand  for  forex  in  Kenya’s 
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Imagine  the  Opportunities. 


The  Hong  Kong  Futures  Exchange  proudly  introduces 
HKATS  - Hong  Kong  Futures  Automated  Tracfing  System. 


HKATS  represents  a major  advance  in  efficient, 
flexible  and  reliable  electronic  trading. 


it  offers  investors  a fair  and  transparent  trading 
environment  where  all  orders  are  executed  based  on 
price/tima  priority;  and  detailed  market  information  is 
available  to  all  users  in  real-time. 


HKATS  also  gives  international  investors  the 
opportunity  to  have  real-time  access  to  Hong  Kong's 
leading  futures  and  options  market 


The  new  system  helps  brokers  operate  more  efficiently 
and  bolster  their  services,  further  enhancing  their 
ability  to  manage  clients'  risk  exposure. 


Almost  all  products  are  now  trading  on  HKATS,  and 
Hang  Seng  Index  Futures  and  Options  will  be  making 
the  transition  shortly. 


HKATS  - turning  opportunities  into  reality. 


HongKongi 
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stagnating  economy,  and  tel-  '• 
atively  strong  receipts  from 
the  agricultural  sector. 

According  to  one  London- 
based  analyst,  who  pretoed 
not  to  be  named,  the  retreat  - 
probably  reflected  the  global 
move  out  of  emerging  mar— 
kets  (with  a several-month 
lag),  and  Kenya’s  particular  , 
economic  difficulties. 

A lack  of  finance  from' 
Kenya’s  troubled  banks  and. 
low  foreign  investment  is 
stunting  growth,  while 
hopes  of  a quick  resumption . 
of  Kenya's  $205m  Enhanced  - 
Structural  Adjustment  Facil- 
ity, frozen  since  1997,  are. 
fading  as  the  country  faces 
criticism  over  poor  gover- 
nanca. 

The  Central  Bank  predicts  ; 
GDP  growth  of  23  per  cent 
in  1999,  compared  with  papu- 
lation growth  of  2.4  per  cart 

In  a bid  to  pep  up  the  NSE, 
Mr  Mbaru  has  called  on  the 
government  to  grant  finan- 
cial incentives  to  listed  com- 
panies. such  as  a reduction 
in  their  corporate  tax  rate. 
No  new  stocks  have  been 
listed  since  1997. 

“We  have  made  an  appeal 
to  see  if  we  can  create  mean- 
ingful incentives  for  compa-  - 
Tries  to  go  public,”  said  Mr: 
Mbaru.  The  country’s  mast 
eagerly  awaited  flotation  - 
Telecom  Kenya  - was  expec- 
ted to  take  place  following 
privatisation  this  year,  bat. 
has  lost  momentum; 
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